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SECURITIES EXCHANGE ACT OF 1934 
Release No. 12094A/February 19, 1976 
Administrative Proceeding File No. 3-4935 


in the Matter of 


JOHN H. CLIFTON 
4199 Club Drive, N.E 
Atlanta, Georgia 


AMENDED ORDER INSTITUTING PROCEEDINGS AND 
IMPOSING REMEDIAL SANCTIONS 


On February 9, 1976, the Commission ordered that the 
broker-dealer registration of respondent John H. Clifton 
would be delayed for sixty (60) days following the filing 
of such registration with the Commission. Through in- 
advertence, the Commission's Order was entered on the 
basis of an offer of settlement which was later amended 
by Clifton to provide that he would consent to an 
immediate suspension from association with a broker- 
dealer for a period of sixty (60) days 


Accordingly, the Commission hereby AMENDS its Order 





dated February 9, 1976, (Securities and Exchange 
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Commission Release No. 12094) and ORDERS that 
John H. Clifton be suspended from association with 

a broker-dealer for a period of sixty (60) days. effective 
February 9, 1976. 


For the Commission by its Secretary pursuant to dele- 
gated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12105/February 13, 1976 


Administrative Proceeding File No. 3-4770 
In the Matter of 


CHARTERED NEW ENGLAND CORP. 
MILTON BOMBACK 

ROBERT L. SCHEINMAN 

ROBERT L. GARDNER 

WILLIAM C. KRETSCHMER, JR. 
GLORIA CIANELLI 


ORDER IMPOSING REMEDIAL SANCTIONS 


In these broker dealer proceedings under the Securities 
Exchange Act of 1934 ("Exchange Act’) respondent 
Gloria Cianelli (‘“Cianelli’) has submitted an offer of 
settlement. without admitting or denying the allegations 
in the Order for Proceedings, which the Commission has 
determined to accept 


On the basis of the Order for Proceedings and the offer 
of settlement it is found that Cianelli willfully violated 
and wilifully aided and abetted violations of Section 17(a) 
of the Securities Act of 1933 (“Securities Act”) and 
Section 10(b) of the Exchange Act and Rule 10b-5 there- 
under in connection with the sale of the securities of 
Audio Media Corp.. and that it is in the public interest 
to impose the sanctions specified in the offer of 
settlement.’ 


Accordingly. IT 1S ORDERED that: 


Cianelli be, and she hereby is, suspended from associ- 
ation with any broker or dealer for a period of 60 days 
from the effective date of this order and thereafter 

is barred from association with a broker or dealer in a 
supervisory capacity, provided that after twelve months 
she may apply to the Commission to be so associated. 


This order shall be effective at the opening of business 
on the second Monday after the date of this order. 





' The findings herein are not binding on any other re- 
spondent named in these proceedings. 
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For the Commission, by its Secretary, pursuant to dele- 
gated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12106/February 13, 1976 


The Securities and Exchange Commission announced 
pursuant to Section 12(k) of the Securities Exchange 
Act of 1934 ("Exchange Act’) the temporary suspension 
of over-the-counter trading for the single tend day period 
commencing at 10:00 a.m. (EST) on February 13, 1976 
and terminating at midnight (EST) on February 22, 1976 
of the securities of Hamilton Bancshares, Inc. a 
Tennessee corporation with principal executive offices 
located at 701 Market Street, Chattanooga, Tennessee 
37402. 


The Commission initiated the trading suspension in part 
at the request of the company due to uncertainties 
with respect to the financial condition and operations of 
Hamilton Bancshares, Inc. and its subsidiaries. 


The Commission cautions broker-dealers, shareholders, 
and prospective purchasers that they should carefully 
consider the foregoing information along with all other 
currently available information and any information sub- 
sequently issued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that. pursuant to Rule 15c2-11 under the Exchange 
Act, at the termination of the trading suspension no 
quotation may be entered unless and unti! they have 
Strictly complied with all of the provisions of said rule 
If any broker or dealer has any questions as to whether 
or not he has complied with said rule, he should not 
enter any quotation but immediately contact the staff 
of the Division of Enforcement in Washington, D.C. If 
any broker or dealer is uncertain as to what is required by 
Rule 15c2-11, he should refrain from entering quota- 
tions relating to the securities in question until such time 
as he has familiarized himself with said rule and is 
certain that all of its provisions have been met. If any 
broker or dealer enters any quotation which is in viola- 
tion of said rule, the Commission will consider the need 
for prompt enforcement action. 








SECURITIES EXCHANGE ACT OF 1934 
Release No. 12107/February 13, 1976 


In the Matter of 
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MIDWEST SECURITIES TRUST COMPANY 
120 South LaSalle Street 
Chicago, Illinois 60603 


(File Number SR-MSTC-75-3) 


ORDER APPROVING PROPOSED RULE CHANGES 
SUBMITTED BY THE MIDWEST SECURITIES TRUST 
COMPANY 


On November 24, 1975, the Midwest Securities Trust 
Company ("MSTC”), a wholly owned subsidiary of the 
Midwest Stock Exchange, Inc., submitted proposed rule 
changes pursuant to Rule 19b-4 under the Securities 
Exchange Act of 1934 (the “Act’’) setting forth its agree- 
ment with five Chicago clearing house banks with re- 
spect to a comprehensive securities depository system 
and related by-law changes. These proposals provide 
for increased participation by banks in MSTC by 
allowing the banks to nominate five of the eleven 
members of the MSTC Board of Directors. 


In accordance with Section 19(b) of the Act and Rule 
19b-4 thereunder, the rule changes were published in 

the Federal Register (40 Fed. Reg. 58903, December 19, 
1975). and the public was invited to submit comments 
until January 9, 1976. Notice of the filing and an invita- 
tion for comments also appeared in Securities Exchange 
Act Release No. 34-11920, December 12, 1975. No 

letters of comment were received. 


In submitting the proposal, MSTC stated, among other 


\ things, that the filing is intended to comply with the 
/ requirements of subparagraph 17A(b) (3)(C) of the Act. 


Subparagraph 17A(b)(3)(C) of the Act provides that an 
entity in order to be registered as a clearing agency 
must have rules that assure “fair representation” of 
participants in the selection of directors and administra- 
tion of the clearing agency's affairs. The Commission in 
granting MSTC’s registration on December 1, 1975 
exempted it from certain requirements under sub- 
section 17A(b)(3) including subparagraph (C) thereof 
until the Commission grants permanent registration in 
accordance with subsection (c) of Rule 17Ab2-1.' The 
Commission has not made a determination, at this time, 
whether the proposed rule changes satisfy the require- 
ments of subparagraph 17A(b)(3)(C) of the Act. 


The Commission regards the opportunity for greater bank 
participation in depositories as important to the con- 
tinued evolution of an efficient national system for 





Subsection (c)(2) of Rule 17Ab2-1 under the Act re- 
quires that, in the case of any clearing agency registered 
in accordance with subsection (c)(1) of Rule 17Ab2-1, 
the Commission, not later than nine months from the 
date such registration is made effective, will either grant 
registration without exempting the registrant from one 
or more of the requirements as to which the Commission 
is directed to make a determination pursuant to sub- 
paragraphs (A)-(!) of Section 17A(b)(3) or will institute 
proceedings to determine whether registration should be 
denied at the expiration of 18 months from the date such 
registration is made effective. MSTC was registered 

in accordance with subsection (c)(1) of Rule 17Ab2-1. 


processing securities transactions and factors efforts 
to grant depository users representation in the adminis- 
tration of depository affairs. Accordingly, the Commission 
finds the proposed rule changes consistent with the pro- 
vision of the Act and the rules and regulations thereunder 
currently applicable to MSTC 


IT iS THEREFORE ORDERED, pursuant to Section 19b-2 
of the Act, that the rule changes contained in File 
Number SR-MSTC-75-3 be, and hereby are, approved. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12108/February 17, 1976 


Admin. Proc. File No. 3-4692 
In the Matter of 


KROEZE, McLARTY & DUDDLESTON 
P. O. Box 1328 

1920 Deposit Guaranty Plaza 

Jackson, Mississippi 


JOHN O. KROEZE 

P. O. Box 1328 

1920 Deposit Guaranty Plaza 
Jackson, Mississippi 


JACK M. McLARTY 

P. O. Box 1328 

1920 Deposit Guaranty Plaza 
Jackson, Mississippi 


LELAND S. DUDDLESTON, JR. 
P. O. Box 1328 

1920 Deposit Guaranty Plaza 
Jackson, Mississippi 


ORDER IMPOSING REMEDIAL SANCTIONS 


In these broker-dealer proceedings under the Securities 
Exchange Act, Kroeze. McLarty & Duddleston 
(“registrant”), a registered broker-dealer, John O 
Kroeze, Jack M. McLarty and Leland S. Duddleston, Jr., 
general partners of registrant, without admitting or deny- 
ing the allegations in the order for proceedings, have 
submitted an offer of settlement which the Commission 
has determined to accept. 


On the basis of the order for proceedings and the offer 
of settlement, it is found that: 


1. Registrant willfully violated Sections 7(c)(1), 10(b), 
15(c)(3) and 17(a) of the Securities Exchange Act and 
Rules 10b-5, 15c3-3, 17a-3, 17a-5 and 17a-11 there- 
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under and Regulation T promulgated thereunder by the 
Board of Governors of the Federal Reserve System. 


2. John O. Kroeze, Jack M. McLarty and Leland S. 
Duddleston, Jr. willfully violated Section 10(b) of the 
Securities Exchange Act and Rule 10b-5 thereunder and 
willfully aided and abetted registrant in violations of 
Sections 7(c)(1), 10(b), 15(c)(3) and 17(a) of the 
Securities Exchange Act and Rules 10b-5, 15c3-3, 
17a-3 and 17a-11 thereunder and Regulation T promul- 
gated thereunder by the Board of Governors of the 
Federal Reserve System. 


3. Leland S. Duddleston, Jr. willfully aided and abetted 
registrant in violation of Section 17(a) of the Securities 
Exchange Act and Rule 17a-5 thereunder. 


Accordingly, IT 1S ORDERED that: 


(1) The registration as a broker-dealer of Kroeze, 
McLarty & Duddleston be, and hereby is, suspended for 
a period of seven calendar days, effective at the opening 
of business on the second Monday after the date of this 
order, with the exceptions contained in the offer of settle- 
ment which allow certain transactions during the sus- 
pension period including, among others, liquidating 
transactions to comply with the net capital rule and un- 
solicited purchases into firm inventory of securities of 
certain local issuers specified in the offer of settlement. 


(2) John O. Kroeze, Jack M. McLarty and Leland S. 
Duddleston, Jr. be, and hereby are, suspended from en- 
gaging in the business of registrant or from association 
with any other broker or dealer for seriatim periods of 
twenty days each, commencing immediately after the 
suspension period of registrant. 


For the Commission, by its Secretary, pursuant to dele- 
gated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12109/February 18, 1976 


NOTICE OF FILING OF APPLICATIONS FOR EXEMP- 
TION FROM REGISTRATION AS CLEARING AGENCIES 
PURSUANT TO SECTION 17A OF THE SECURITIES EXx- 
CHANGE ACT OF 1934. 


The following entities have made application for exemp- 
tion from registration as clearing agencies pursuant to 
Rule 17Ab2-1 under the Securities Exchange Act of 
1934: 


First National Bank of Minneapolis - File No. 
601-14 

Wells Fargo Securities Clearance Corporation - File 
No. 601-15 
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Fe 
Interested persons are invited to submit written data, we 
views and arguments concerning the foregoing applica. 
tions for exemption from registration within six weeks 


from the date of this notice in the Federa/ Register. 







Persons desiring to make written submissions should 
file six copies thereof with the Secretary of the Commis- 
sion, Securities and Exchange Commission, 500 North 
Capito! Street, Washington, D.C. 20549. Reference 
should be made to the appropriate file number. 





NOTICE OF FILING OF PROPOSED CHANGE BY NEW 
YORK STOCK EXCHANGE, INC. FILE NO. SR-NYSE- 
76-10 


Copies of the applications and of all written comments § 
will be available for inspection at the Securities and R 

Exchange Commission's Public Reference Room, 1100L ' 
Street, N.W. Washington, D.C. 20006. N 
D 

For the Commission, by the Division of Market Regula- 
tion, pursuant to delegated authority. ‘a 
1 
George A. Fitzsimmons V 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 ( 
Release No. 12110/February 18, 1976 ' 
: 
\ 


( 
The New York Stock Exchange, Inc. (“NYSE”) submitted : 
on February 12, 1976 a proposed rule change under | 
Rule 19b-4 to eliminate the requirement for members 

to charge fixed floor brokerage rates in connection with | | 
100-share market orders processed through the Ex- 
change’s Designated Order Turnaround (DOT) System ex- 
cept in certain cases when stock is “stopped.” 


} 
Publication of the submission is expected to be made in | 
the Federal Register during the week of February 23, 
1976. In order to assist the Commission to determine 
whether to approve the proposed rule change or institute 
proceedings to determine whether the proposed rule 
change should be disapproved, interested persons are 
invited to submit written data, views and arguments | 
concerning the submission within 15 days from the date 
of publication in the Federal Register. Persons desiring to | 
make written submissions should file six copies thereof 
with the Secretary of the Commission, Securities and Ex- 
change Commission, 500 North Capitol Street, Wash- 
ington, D.C. 20549. Reference should be made to 

File No. SR-NYSE-76-10. 


Copies of the submission and of all written comments 
will be available for inspection at the Securities and 
Exchange Commission's Public Reference Room, 11001 
Street, N.W., Washington, D.C. Copies of the filing will i 
also be available at the principal office of the above- 
mentioned self-regulatory organization. ' 
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For the Commission by the Division of Market Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12111/February 18, 1976 


NOTICE OF FILING OF PROPOSED RULE CHANGE BY 


DETROIT STOCK EXCHANGE (File No. SR-DSE-76-2) 


| The Detroit Stock Exchange submitted on February 13, 


1976 a proposed rule change under Rule 19b-4 to pro- 
vide for competitive floor brokerage rates. 


Publication of the submission is expected to be made in 
the Federal Register during the week of February 23, 
1976. In order to assist the Commission to determine 
whether to approve the proposed rule change or institute 
proceedings to determine whether the proposed rule 


| change should be disapproved, interested persons are 


‘4 


invited to submit written data, views and arguments 
concerning the submission within 25 days from the date 
of publication in the Federa/ Register. Persons desiring 
to make written submissions should file six copies 
thereof with the Secretary of the Commission, Securities 
and Exchange Commission, 500 North Capitol Street, 
Washington, D. C. 20549. Reference should be made to 
File No. SR-DSE-76-2. 


Copies of the submission and of all written comments will 
be available for inspection at the Securities and Ex- 
change Commission's Public Reference Room, 1100 L 
Street, N.W., Washington, D.C. Copies of the filing will 
also be available at the principal office of the above- 
mentioned self-regulatory organization. 


For the Commission by the Division of Market Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12112/February 18, 1976 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY THE NEW YORK STOCK EXCHANGE, INC. (File No. 
SR-NYSE-76-12) 


The New York Stock Exchange, Inc. (“NYSE”) submitted 
on February 12, 1976, a proposed rule change under 
Rule 19b-4 to amend the NYSE Company Manual to 


raise long term bond listing fees from $120 per million 
of principal amount to $160 per million of principal 
amount. 


The foregoing rule change has become effective, pur- 
suant to Section 19(b)(3)(A) of the Securities Exchange 
Act of 1934. At any time within sixty days of the filing 
of such proposed rule change, the Commission may 
summarily abrogate such rule change if it appears to the 
Commission that such action is necessary or appropriate 
in the public interest, for the protection of investors, or 
otherwise in furtherance of the purposes of the Securities 
Exchange Act of 1934. 


Publication of the submission is expected to be made in 
the Federal Register during the week of February 23. 
1976. Interested persons are invited to submit written 
data, views and arguments concerning the submission 
within 30 days from the date of publication in the Federa/ 
Register. Persons desiring to make written submissions 
should file six copies thereof with the Secretary of the 
Commission, Securities and Exchange Commission, 500 
North Capitol Street. Washington, D. C. 20549 
Reference should be made to File No. SR-NYSE-76-12 


Copies of the submission and of all written comments will 
be available for inspection at the Securities and Ex- 
change Commission's Public Reference Room, 1100 L 
Street. N.W.. Washington, D. C. Copies of the filing will 
also be available at the principal office of the above- 
mentioned self-regulatory organization. 


For the Commission by the Division of Market Regula- 
tion, pursuant to delegated authority 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12113/February 18, 1976 


In the Matter of 
Proposed Rule Change by 
Boston Stock Exchange 


(SR-BSE-76-2) 


NOTICE OF FILING OF PROPOSED RULE CHANGE BY 
BOSTON STOCK EXCHANGE AND ORDER APPROV- 
ING PROPOSED RULE CHANGE 


Pursuant to Section 19(b)(1) of the Securities Exchange 
Act of 1934, 15 U.S.C. 78(s)(b)(1) (the “Act’) as 
amerided by Pub. L. No. 94-29, §16 (June 4, 1975), 
notice is hereby given that on February 11, 1976, the 
Boston Stock Exchange ("BSE"), a national securities 
exchange registered with the Commission pursuant to 
Section 6 of the Act, filed with the Commission copies of 
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a proposed rule change. The proposed rule change would 
amend the interpretation of certain BSE rules to no 
longer require the imposition of an odd-lot differential 
upon odd-iot orders received before the opening of 
trading and executed at the opening of trading. 


Publication of the proposed rule change is expected to be 
made in the Federa/ Register during the week of February 
23, 1976. Interested persons are invited to submit 
written data, views and arguments concerning the pro- 
posed rule change within 30 days from the date of publi- 
cation in the Federa/ Register. Persons desiring to make 
written submissions should file six copies thereof with 
the Secretary of the Commission, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
D. C. 20549. Reference should be made to File No. 
SR-BSE-76-2. 


il 


The Commission is directed under Section 19(b)(2) of the 
Act to approve a proposed rule change if it finds it to be 
consistent with the requirements of the Act and rules 
thereunder applicable to such organization. The 
Commission finds that the proposed rule change is con- 
sistent with the requirements of the Act and the rules 
and regulations thereunder applicable to national securi- 
ties exchanges including the requirements of Section 6 
and the rules and regulations thereunder. In particular, 
under Section 6(e) of the Act, exchanges will be pro- 
hibited, effective May 1, 1976. from imposing any 
schedule or fixing rates of commissions, for acting as an 
odd-lot dealer. Nothing in the Act prohibits an exchange 
from taking action, such as that being taken currently by 
the BSE in advance of May 1, 1976. 


IV 


Further, the Commission finds good cause for approving 
the proposed rule change prior to the thirtieth day after 
the date of publication of notice of the filing thereof. 
Eliminating the requirement that a prescribed odd-lot 
differential be charged will promote competition in 
odd-lot trading; BSE members engaged, or who wish to 
engage, in odd-lot trading on the exchange will be able 
to compete on the basis of charged for odd-lot business. 


A firm engaged in the odd-lot business on the BSE and 
which is required to charge the fixed odd-lot differential 
would be at a competitive disadvantage with respect to 
firms which execute odd-lot transactions off the ex- 
change and are not required to charge the odd-lot 
differential. Immediate removal of the requirement that 
a prescribed odd-lot differential be charged on odd-lot 
orders executed on the exchange will allow exchange 
members to begin competing, on an equal basis, with 
firms which may begin to execute odd-lot orders off 
the exchange without charging an odd-lot differential. 


For the foregoing reasons, the Commission finds good 
cause for approving the proposed rule change prior to ihe 
thirtieth day after pubiication of notice of filing 
thereof. 
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IT 1S THEREFORE ORDERED, pursuant to Section 19(p) 












(2) of the Act, that the proposed rule change referenced N 

above be, and it hereby is, approved, effective February Ss 
18, 1976. 

T 

For the Commission by the Division of Market Regula. r 

tion, pursuant to delegated authority. u 

ir 

George A. Fitzsimmons P 

Secretary 
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SECURITIES EXCHANGE ACT OF 1934 c 

Release No. 12114/February 18, 1976 ey 

t 

NOTICE OF FILING OF PROPOSED RULE CHANGE BY V 

THE NEW YORK STOCK EXCHANGE (File No. SR- f 

NYSE-76-11) \ 

f 


The New York Stock Exchange, Inc. (“NYSE”) submitted 
on February 12, 1976 a proposed rule change under 
Rule 19b-4 to set forth procedures for executing 100- 
share market orders processed through the Exchange's 
Designated Order Turnaround (DOT) System. 


im ie hanes ap 


Publication of the submission is expected to be made in 
the Federa/ Register during the week of February 23, 
1976. In order to assist the Commission to determine | 
whether to approve the proposed rule change or institute ( ' 





proceedings to determine whether the proposed rule 
change should be disapproved, interested persons are 
invited to submit written data, views and arguments con- 
cerning the submission within 15 days from the date of 
publication in the Federa/ Register. Persons desiring to 
make written submission should file six copies thereof 
with the Secretary of the Commission, Securities and 
Exchange Commission, 500 North Capitol Street, 
Washington, D. C. 20549. Reference should be made 
to File No. SR-NYSE-76-11. 





Copies of the submission and of all written comments will 
be available for inspection at the Securities and Exchange 
Commission's Public Reference Room, 1100 L Street. 
N.W., Washington, D.C. Copies of the filing will also be 
available at the principal office of the above-mentioned 
self-regulatory organization. 


For the Commission by the Division of Market Regule- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








SECURITIES EXCHANGE ACT OF 1934 
Release No. 12115/February 18, 1976 
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NOTICE OF FILING OF PROPOSED RULE CHANGE BY 
MIDWEST SECURITIES TRUST COMPANY (File No. 
SR-MSTC-76-1) 


The Midwest Securities Trust Company, (“MSTC”) sub- 
mitted on February 9, 1976, a proposed rule change 
under Rule 19b-4 designed to clarify the intended mean- 
ing of MSTC Rule 8 regarding replenishment of the 
Participants’ Fund. 


Publication of the submission is expected to be made 
in the Federal Register during the week of February 23, 
1976. In order to assist the Commission to determine 
whether to approve the proposed rule change or insti- 
tute proceedings to determine whether the proposed 
rule change should be disapproved, interested persons 
are invited to submit written data, views and arguments 
concerning the submission within 21 days from the date 
of publication in the Federa/ Register. Persons desiring 
to make written submissions should file six copies thereof 
with the Secretary of the Commission, Securities and 
Exchange Commission, 500 North Capitol Street, 
Washington, D. C. 20549. Reference should be made to 
File No. SR-MSTC-76-1. 


Copies of the submission and of all written comments 
will be available for inspection at the Securities and 
Exchange Commission's Public Reference Room, 1100 L 
Street, N.W., Washington, D.C. Copies of the filing will 
also be available at the principal office of the above- 
mentioned self-regulatory organization. 


For the Commission, by the Division of Market Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITES EXCHANGE ACT OF 1934 
Release No. 12116/February 18, 1976 


NOTICE OF FILING OF PROPOSED RULE CHANGE BY 
MIDWEST CLEARING CORPORATION (File No. SR- 
MCC-76-1) 


The Midwest Clearing Corporation, (“MCC”) submitted 
on February 9, 1976, a proposed rule change under 
Rule 19b-4 designed to clarify the intended meaning of 
MCC Rule 14 regarding replenishment of the Partici- 
pants’ Fund. 


Publication of the submission is expected to e made in 
the Federal Register during the week of February 23, 
1976. In order to assist the Commission to determine 
whether to approve the proposed rule change or insti- 
tute proceedings to determine whether the proposed rule 
change should be disapproved, interested persons are 
invited to submit written data, views and arguments con- 
cerning the submission within 21 days from the date 
of publication in the Federa/ Register. Persons desiring to 


make written submissions should file six copies thereof 
with the Secretary of the Commission, Securities and Ex- 
change Commission, 500 North Capito! Street, Washing- 
ton, D.C. 20549. Reference should be made to File No. 
SR-MCC-76-1. 


Copies of the submission and of all written comments will 
be available for inspection at the Securities and Ex- 
change Commission's Public Reference Room, 1100 L 
Street, N.W., Washington, D.C. Copies of the filing will 
also be available at the principal office of the above- 
mentioned self-regulatory organization. 


For the Commission, by the Division of Market Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12117/February 19, 1976 


NOTICE OF FILING OF PROPOSED RULE CHANGE BY 
THE AMERICAN STOCK EXCHANGE (File No. SR- 
Amex-76-6) 


The American Stock Exchange, Inc. (“Amex”) submitted 
on February 17, 1976 a proposed rule change under 
Rule 19b-4 to delete from Amex Rule 155 the require- 
ment that the specialist substitute his bid or offer for 
one unit of trading for the current public bid or offer when 
an order is received to buy or sell a block of stock at a 
price outside the quoted market 


Publication of the submission is expected to be made 
in the Federal Register during the week of February 23, 
1976. In order to assist the Commission to determine 
whether to approve the proposed rule change or institute 
proceedings to determine whether the proposed rule 
change should be disapproved, interested persons are 
invited to submit written data, views and arguments 
concerning the submission within 30 days from the 
date of publication in the Federa/ Register. Persons de- 
siring to make written submissions should file six copies 
thereof with the Secretary of the Commission, Securities 
and Exchange Commission, 500 North Capito! Street. 
Washington, D. C. 20549. Reference should be made to 
File No. SR-Amex-76-6. 


Copies of the submission and of all written comments will 
be available for inspection at the Securities and Exchange 
Commission's Public Reference Room, 1100 L Street. 

N.W., Washington, D. C. Copies of the filing will also be 
available at the principal office of the above-mentioned 
self-regulatory organization. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 12118/February 19, 1976 





NOTICE OF FILING OF PROPOSED RULE 
CHANGE BY CHICAGO BOARD OPTIONS 
EXHANGE, INC. 


(File No. SR-CBOE-76-1) 


On February 12, 1976 the Chicago Board Options 
Exchange, Inc. (“CBOE”) submitted pursuant to 

Rule 19b-4 under the Securities Exchange Act 

of 1934 a proposed rule change to provide its board 
of directors with the ability to increase the number 
of directors who may serve as members of the 
Exchange's Executive Committee. 


Publication of the submission is expected to be 

made in the Federa/ Register during the week of 
February 23, 1976, and interested persons are 

invited to submit written comments thereon within 30 
days of such publication. Six copies of these written 
comments should be filed with Secretary of the 
Commission, 500 North Capitol Street, Washington, 
D. C. 20549. Reference should be made to File 

No. SR-CBOE-76-1 


Copies of the submission and of all written comments 
will be available for inspection at the Securities and 
Exchange Commission's Public Reference Room, 1100 
L Street. N.W., Washington, D. C. Copies of the filing 
will also be available at the principal office of the 
Chicago Board Options Exchange, Inc. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12119/February 19, 1976 


Notice is hereby given that the Securities and 
Exchange Commission has withdrawn proposed 

Rule 10b-14 under the Securities Exchange Act of 
1934. As proposed (see Securities Exchange Act 
Release No. 34-8413, September 25. 1968). Rule 
10b-14 provided that it would be unlawful for 

issuers of publicly traded securities to fail to provide 
personnel and facilities reasonably designed to 

effect the prompt issuance, transfer and registration 

of transfer of such securities. The Commission has 
withdrawn proposed Rule 10b-14 in anticipation of 
the promulgation, pursuant to new Section 17A of 
the Securities Exchange Act of 1934, of rules and regu- 
lations pertaining to registered transfer agents. 
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By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12120/February 19, 1976 


In the Matter of 
Cincinnati Stock Exchange 
Dixie Terminal Building 
Cincinnati, Ohio 45202 
{(SR-CSE-75-6) 


ORDER APPROVING PROPOSED RULE CHANGE 


On December 22, 1975, the Cincinnati Stock 
Exchange filed with the Commission, pursuant to 
Section 19(b) of the Securities Exchange Act of 1934 
(the “Act’’), as amended by the Securities Acts 
Amendments of 1975, and Rule 19b-4 thereunder, 
copies of a proposed rule change, to add one public 
member to its Board of Trustees, to permit any class of 
Trustee to serve as an officer of the Exchange and to 
require that any vacancy on the Board of Trustees be 
filled by a person of the same class as the Trustee 
whose place was vacated. 


Notice of the proposed rule change together with 

the terms of substance of the proposed rule change was 
given by publication of a Commission Release 
(Securities Exchange Act Release No. 11988, 11988 
(January 7, 1976)) and by publication in the Federal 
Register-(41 Fed. Reg. 2292 (January 15, 1976)). 


The Commission finds that the proposed rule change 
is consistent with the requirements of the Act and 
the rules and regulations thereunder applicable to a 
registered national securities exchange, and in 
particular, the requirements of Section 6 and the 
rules and regulations thereunder. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the proposed rule change 


filed with the Commission on December 22, 1975, be. 


and it hereby is, approved. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authoriy. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12121/February 19, 1976 
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The Securities and Exchange Commission announced 
pursuant to Section 12(k) of the Securities Exchange 
Act of 1934 ("Exchange Act’) the temporary 
suspension of over-the-counter trading for the ten-day 
period commencing at 12:01 a.m. (EST) on 

February 20, 1976 and terminating at midnight (EST) 
on February 29, 1976 of the securities of 
Omega-Alpha, Inc. (O-A”), a Delaware corporation 
with principal executive offices located at 3100 LTV 
Tower, 1600 Pacific Avenue, Dallas, Texas 75201. 
Trading was initially suspended on February 10, 

1976. 


The Commission suspended trading for the further 
ten-day period in light of questions concerning the 
tender offer being made by Valhi, Inc. for 6 percent 
0-A subordinated debentures due July 15, 1988, and 
in light of questions concerning financial information 
regarding O-A, some of which financial information 

is included in Valhi's tender offer materials. 


The Commission cautions broker-dealers, share- 
holders, and prospective purchasers that they should 
carefully consider the foregoing information along with 
all other currently available information and any 
information subsequently issued by the company. 


Furthermore, brokers and dealers should be alert to 
the fact that, pursuant to Rule 15c2-11 under the 
Exchange Act, at the termination of the trading 
suspension no quotation may be entered unless and 
until they have strictly complied with all of the 
provisions of said rule. If any broker or dealer has any 
questions as to whether or not he has complied with 
said rule, he should not enter any quotation but 
immediately contact the staff of the Division of 
Enforcement in Washington, D. C. If any broker or 
dealer is uncertain as to what is required by Rule 
15c2-11, he should refrain from entering quotations 
relating to the securities in question until such time as he 
has familiarized himself with said rule and is certain 
that all of its provisions have been met. If any 

broker or dealer enters any quotation which is in 
violation of said rule, the Commission will consider 

the need for prompt enforcement action. 
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PUBLIC UTILITY HOLDING COMPANY ACT 
OF 1935 


Release No. 19388/February 13, 1976 
In the Matter of 


THE SOUTHERN COMPANY 
Perimeter Center East 

P.O. Box 720071 

Atlanta, Georgia 30346 


(70-5796) 


NOTICE OF PROPOSED ISSUE AND SALE OF COM- 
MON STOCK AT COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that the Southern Company 
(“Southern”), a registered holding company, has filed 
an application-declaration pursuant to the Public Utility 
Holding Company Act of 1935 (‘Act’). designating 
Sections 6 and 7 of the Act and Rule 50 promulgated 
thereunder as applicable to the following proposed 
transaction. All interested persons are referred to the 
application-declaration, which is summarized below. 
for a complete statement of the proposed transaction. 


Southern proposes to issue and sell at competitive 
bidding an undetermined number of shares of its 
authorized but unissued common stock, par value $5 
per share (“common stock”). The number of shares to 
be issued will be determined by Southern and set forth 
in its registration statement or an amendment thereto, 
and will be an amount which Southern estimates, in the 
light of market conditions at that time, will result in 
aggregate cash proceeds of $150,000,000. Southern 
states that it may request an exception from the com- 
petitive bidding requirements of Rule 50 if circumstances 
develop which, in the opinion of Southern, make such 
an exception in the best interest of Southern. The 
proceeds from the sale of common stock, together with 
treasury funds and the proceeds from the proposed 
sale of intermediate term notes, will be used to make 
Capital contributions to Southern’s subsidiaries of up to 
approximately $224,900,000, to make loans to Southern 
Services, inc. of approximately $6,000,000 and to re- 
pay Southern’s short-term debt. which amounted to 
$59,953,000 at December 31, 1975. 


A statement of the fees and expenses to be incurred 
will be filed by amendment. It is stated that no State 
or Federal commission, other than this Commission, 
has jurisdiction over the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested person 
may. not later than March 8, 1976, request in writing 
that a hearing be held on such matter, stating the nature 
of his interest, the reasons for such request, and the 
issues of fact or law raised by the filing which he desires 
to controvert; or he may request that he be notified if 
the Commission should order a hearing thereon. Any 
such request should be addressed: Secretary, Securities 
and Exchange Commission, Washington, D.C. 20549. 
A copy of such request should be served personally or 
by mail (air mail if the person being served is located 
more than 500 miles from the point of mailing) upon 
the applicants-declarants at the above-stated address. 
and proof of service (by affidavit or, in case of an at- 
torney at law, by certificate) should be filed with the 
request. At any time after said date, the application- 
declaration, as filed or as it may be amended, may be 
granted and permitted to become effective as provided 
in Rule 23 of the General Rules and Regulations promul- 
gated under the Act, or the Commission may grant 
exemption from such rules as provided in Rules 20(a) 
and 100 thereof or take such other action as it may 
deem appropriate. Persons who request a hearing or 
advice as to whether a hearing is ordered will receive 
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any notices and orders issued in this matter, including 
the date of the hearing (if ordered) and any postpone- 
ments thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT 
OF 1935 
Release No. 19389/February 13, 1976 


In the Matter of 


GEORGIA POWER COMPANY 
270 Peachtree Street, N.W. 
Atlanta, Georgia 30303 


(70-5792) 


NOTICE OF PROPOSED SALE OF INTEREST IN TWO 
NUCLEAR GENERATING UNITS 


NOTICE IS HEREBY GIVEN that Georgia Power Com- 
pany (“Georgia”), an electric utility subsidiary company 
of The Southern Company, a registered holding com- 
pany, has filed a declaration and amendments thereto 
with this Commission designating Section 12(d) of the 
Public Utility Holding Company Act of 1935 (“Act”) 
and Rule 44 promulgated thereunder as applicable to 
the proposed transaction. All interested persons are 
referred to the declaration, which is summarized below, 
for a complete statement of the proposed transaction. 


Georgia proposes to sell to (1) Oglethorpe Electric 
Membership Corporation, an electric membership 
corporation organized and existing under the laws of 
the State of Georgia (“OEMC”), (2) the Municipal 
Electric Authority of Georgia, a public body corporate 
and politic and an instrumentality of the State of 
Georgia (“MEAG”), and (3) the City of Dalton, Georgia. 
an incorporated municipality in the State of Georgia 
acting by and through its Board of Water, Light and 
Sinking Fund Commissioners (“Dalton”), pursuant to a 
proposed Purchase and Ownership Participation Agree- 
ment among Georgia, OEMC, MEAG, and Dalton 
(“Ownership Agreement’), 30.0%, 30.0%, and 1.6% 
undivided ownership interests, respectively, as tenants 
in common in two 1150 MWe maximum rated nuclear 
generating units known as the Alvin W. Vogtle Nuclear 
Units Nos. 1 and 2 (collectively, “Plant Vogtle’) to be 
located in Burke County, Georgia. Each of such sales 
is to be conditioned upon the completion of the others. 
Georgia will obtain from the Trustee for its First Mort- 
gage Bonds a release of such undivided ownership 
interests in Plant Vogtle to be sold to OEMC, MEAG, 
and Dalton and will retain a 38.4% undivided ownership 
interest in such plant. 
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It is contemplated that the completion of the sales to 
OEMC, MEAG. and Dalton will occur simultaneously at 
one closing, which is anticipated to take place prior to 
the end of the second quarter of 1976. The closing is 
to be subject to, among other things, Georgia's and the 
purchasers’ receiving requisite approvals of ail applicable 
regulatory agencies. At the clossing OEMC, MEAG, and 
Dalton are to pay Georgia amounts equal to 30.0%, 
30.0% and 1.6%, respectively, of Georgia’s cost incurred 
in the construction of Plant Vogtle prior to the closing, 
plus Georgia's cost of long-term borrowings to finance 
such construction. Assuming the closing of such sales 
were to take place on May 31, 1976, Georgia would 
receive approximately $34,260,000 from OEMC, 
$34,260,000 from MEAG, and $1,828,000 from Dalton 
in respect of the purchase of such undivided ownership 
interests. Georgia expects to apply the proceeds of 
such sales towards the cost of its construction 
program and the payment of any short-term indebted- 
ness incurred for that purpose. 


After the closing, Georgia is to complete the construc- 
tion of Plant Vogtle on its own behalf and as agent for 
the other co-owners, and Georgia, OEMC, MEAG, and 
Dalton are to make monthly payments in advance into 
a separate construction account in respect of 38.4%, 
30.0%, 30.0%, and 1.6%, respectively, of all additional 
costs to be incurred in the construction and completion 
of Plant Vogtle. 


Georgia will enter into a separate Operating Agreement 
with OEMC, MEAG. and Dalton providing for the sole 
operation and maintenance of Plant Vogtle by Georgia 
and for payment by Georgia, OEMC, MEAG. and Dalton 
of that portion of all costs of operation and maintenance 
of Plant Vogtle equal to their respective entitlements 
to the energy from each unit of Plant Vogtle. The 
Operating Agreement will terminate on June 28, 2014, 
subject to extension through November 16, 2018. 


The Operating Agreement will require Georgia to pur- 
chase from OEMC declining fractions (beginning with 
20/30 and declining to 4/30) of OEMC’s capacity and 
energy from each unit of Plant Vogtle during the first 
seven years of its commercial operation, at a cost 
which is a function of OEMC’s and Georgia's carrying 
costs and the operating costs attributable to the unit, 
except that during the period from the commercial opera- 
ration of Unit No. 1 of Plant Vogtle through the following 
May 31 Georgia will be required to purchase all of 
OEMC's capacity and energy from such unit. The Operat- 
ing Agreement will also require Georgia to purchase from 
MEAG declining fractions (beginning with 1/2 and de- 
clining to 1/8) of MEAG’s capacity and energy from 
each unit of Plant Vogtle during the first seven years of 
its commercial operation, at a cost which is a function 
of MEAG's and Georgia's carrying costs and the operat- 
ing costs attributable to the unit. MEAG also is to have 
the option to sell to Georgia up to 3/20 of MEAG’s 
Capacity and energy from both units of Plant Vogtle 
during any three year period or periods during the ten 
year period following commercial operation of the last 
of such units to achieve commercial operation at a cost 
to be agreed upon by Georgia and MEAG, which may not 
be less than a cost determined in accordance with the 
provisions relating to the purchases of capacity and 
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energy during the first seven years of commercial 
operation of each such unit. 


Such purchases from OEMC and MEAG are to be on a 
take or pay basis’ and, thus, Georgia must make the 
payments to OEMC and MEAG in respect of such 
capacity and energy regardless of the availability of 
capacity and energy from Plant Vogtle and Georgia's 
requirements therefor. 


The fees and expenses to be paid or incurred in connec- 
tion with the proposed transaction are to be filed by 
amendment. It is stated that no State or Federal 
commission, other than this Commission, has jurisdic- 
tion over the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than March 10, 1976, request in writing 
that a hearing be held on such matter, stating the 
nature of his interest, the reasons for such request, and 
the issues of fact or law raised by said declaration 
which he desires to controvert; or he may request that 
he be notified if the Commission should order a hearing 
thereon. Any such request should be addressed: 
Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request 
should be served personally or by mail upon the declarant 
at the above-stated address, and proof of service 

(by affidavit or, in case of an attorney at law, by 
certificate) should be filed with the request. At any 
time after said date, the declaration, as amended or as 
it may be further amended, may be permitted to become 
effective as provided in Rule 23 of the General Rules 
and Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules as 
provided in Rules 20(a) and 100 thereof or take such 
other action as it may deem appropriate. Persons who 
request a hearing or advice as to whether a hearing is 
ordered will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) and 
any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT 
OF 1935 

Release No. 19390/February 17, 1976 

In the Matter of 


GEORGIA POWER COMPANY 
Atlanta, Georgia 


(70-5785) 


ORDER APPROVING LEASE OF HOPPER CARS 


Georgia Power Company (“Georgia”), an electric utility 
subsidiary of The Southern Company, a registered hold- 
ing company, has filed an application, and amendments 
thereto, with this Commission pursuant to Sections 9(a) 
and 10 of the Public Utility Holding Company Act of 
1935 (‘Act’) as applicable thereto. 


Georgia proposes to enter into a lease arrangement 
(“Lease”) with General American Transportation 
(“Lessor”) with respect to 255 Ortner Rapid Discharge 
Open-Top Hopper Cars (“cars”). The cars are currently 
on order from the Ortner Freight Company (Ortner”) 
at a quoted price of $32,025.69 per car. Delivery of the 
cars to Georgia is scheduled to commence on March 22, 
1976 at a rate of at least 15 cars per week. Under the 
terms of an arrangement with the Lessor, which is in- 
tended to secure to Georgia the benefit of the invest- 
ment tax credit, Georgia is the conditional purchaser of 
the cars. However, upon the Lease becoming effective, 
Lessor will purchase the cars pursuant to a separate 
contract entered into with Ortner 


The Lease provides, among other things, that Georgia 
will make rental payments over a period of 15 years at 
a monthly rate of $374.12 per car, or approximately 
$95.400 per month, subject to adjustment, however, if 
the purchase price varies from the quoted price of if 
Georgia fails to receive the investment tax credit; that 
Lessor will maintain the cars or cause them to be 
maintained at the rate of cost plus 15% if maintenance 
work is performed by Lessor and cost plus 5% if such 
work is performed elsewhere: and that Georgia will re- 
imburse Lessor for any alterations or special work to be 
performed on the cars at Georgia’s request or as a re- 
sult of damage due to Georgia's negligence. Georgia 
will not be obligated to pay rent on any car after the 
fifth day any such car is out of service during normal 
maintenance. 


The Lease also provides for replacement cars in case 
any car is damaged beyond repair. All taxes and fees 
imposed with respect to the cars, other than Lessor’s 
income taxes and similar taxes, will be paid by Georgia. 


Georgia states that neither Ortner nor Lessor is affiliated 
with Georgia and that the terms of the Lease, negotiated 
at arm’s-length, are competitive with the terms which 
would otherwise be available in the market. Georgia 
currently leases 670 other coal cars under a similar 
lease with Lessor. Georgia believes that the terms of 
the Lease are fair and reasonable and that it is in the 
best interests of Georgia's investors and consumers. 
Georgia further states that Lessor is a large company 
with considerable experience and expertise in leasing 
and maintaining coal cars, and that Lessor’s particular 
combination of qualifications is a unique and necessary 
feature in Lessor’s obligations to maintain Georgia's 
coal cars. 


The fees and expenses incurred or paid in connection 

with the proposed transaction will consist of $8,000 in 
legal fees and $1,000 in miscellaneous expenses. No 

State or Federal commission, other than this Commis- 
sion, has jurisdiction over the proposed transaction. 


Due notice of the filing of said application, as amended, 
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has been given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 19355), and no 
hearing has been requested of or ordered by the Commis- 
sion. Upon the basis of the facts in the record, it is 
hereby found that the applicable standards of the Act 
and the rules thereunder are satisfied and that no ad- 
verse findings are necessary; and that it is appropriate 
in the public interest and in the interest of investors 
and consumers that said application, as amended, be 
granted: 


IT 1S ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application, 
as amended be, and it hereby is, granted forthwith, 
subject to the terms and conditions prescribed in Rule 
24 promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation. pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT 
OF 1935 
Release No. 19391/February 17, 1976 


In the Matter of 


THE SOUTHERN COMPANY 
64 Perimeter Center East 

P.O. Box 720071 

Atlanta, Georgia 30346 


ALABAMA POWER COMPANY 

ALABAMA PROPERTY COMPANY 

GEORGIA POWER COMPANY 

GULF POWER COMPANY 

MISSISSIPPI POWER COMPANY 

SOUTHERN ELECTRIC GENERATING COMPANY 
SOUTHERN SERVICES, INC. 


(70-5800) 


NOTICE OF PROPOSAL TO ALLOCATE CON- 
SOLIDATED FEDERAL INCOME TAX LIABILITY 
BY METHOD OTHER THAN SPECIFIED IN RULE 
45(b)(6) 


NOTICE IS HEREBY GIVEN that The Southern Com- 
pany (“Southern”), a registered holding company, 

and its subsidiary companies have filed a joint declara- 
tion, and an amendment thereto, with this Commission 
pursuant to the Public Utility Holding Company Act of 
1935 (“Act’’), designating Section 12(b) of the Act and 
Rule 45 promulgated thereunder as applicable to the 
following proposed transaction. All interested persons 
are referred to the amended joint-declaration, which is 
summarized below, for a complete statement of the 
proposed transaction. 
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Southern and its subsidiaries, which as a group join 
in the filing of consolidated Federal income tax returns, 
propose to allocate such tax liability for 1975 and all 
taxable years thereafter by a method which varies 
from the liberal requirements of Rule 45(b)(6). The 
proposed method of allocating Federal tax liability will 
thereupon conform in all respects with the method ap- 
proved for the Southern system by the Interr.| Revenue 
Service for taxable year 1957 and each year thereafter. 


In accordance with Rule 45(b)(6), Southern and its sub- 
sidiaries allocate Federal income tax liability among 
system members by the method provided under Section 
1552(a)(1) of the Internal Revenue Code of 1954 as 
amended. Under Section 1552(a)(1), consolidated in- 
come tax liability is apportioned among members of the 
consolidated group in accordance with the ratio which 
that portion of the consolidated taxable income attrib- 
utable to each member having taxable income bears to 
the consolidated taxable income. For this purpose no 
distinction is made between net long-term capital gain 
income and ordinary income, although the latter type 
of income is taxed at a 48% rate, whereas the former 
is taxed at 30%. 


Southern states that an allocation of tax liability which 
does not distinguish between ordinary income and net 
long-term capital gain can produce inequitable results, 
inasmuch as any member of the group with relatively 
large net long-term capital gain will not benefit in the 
full tax savings attributable to the lower rate of tax 
per dollar of taxable income which results from com- 
bining capital gain with ordinary income in its total 
taxable income. In years prior to 1975, except for 1957, 
Southern states that this distortion in the allocation of 
consolidated tax liability was not so great as to require 
a request for relief under Rule 45(b)(6), inasmuch as no 
single member of the group had unusually large long- 
term capital gains. However, in 1975, two members of 
the group, Alabama Power Company (‘‘Alabama”) and 
Georgia Power Company (‘Georgia’), disposed of 
property and realized substantial long-term capital gains 
of approximately $6,700,000 and $36,300,000, re- 
spectively. Georgia also plans to dispose of additional 
items of property in 1976, and to a lesser extent, 
Alabama and other system companies will continue to 
make sales of property resulting in net long-term 
capital gain. 


In order to eliminate the inequities which it is claimed 
will resuit from a strict adherence to the method for 

allocating consolidated tax liability provided under Rule 
45(b)(6), Southern and its subsidiaries propose to allo- 
cate Federal income tax on net long-term capital gain 
and on ordinary income separately. Under the proposed 
method of allocation, (i) the tax (30%) on consolidated 
net long-term capital gain will be apportioned among 
the group members in accordance with the ratio which 
that portion of the consolidated net long-term capital 

gain attributable to each member of the group having 
net long-term capital gain bears to the consolidated 

net long-term capital gain, and (ii) the tax and surtax 
(48%) on ordinary income will be apportioned in ac- 

cordance with the ratio which that portion of the con- 
solidated ordinary taxable income attributable to each 
member of the group having ordinary taxable income 


























bears to the consolidated ordinary taxable income: pro- 
vided, however, that the aggregate tax liability allocated 
any member of the group will not exceed the amount of 
tax of such company based upon a separate return com- 
puted as if such company had always filed its tax 
returns On a separate return basis. 


The fees, expenses and commissions incurred in con- 
nection with this proposal will not exceed $3,500, which 
includes attorneys fees of $2,500. It is stated that no 


State or Federal commission, other than this Commission, 


has jurisdiction over the proposal. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than March 12, 1976, request in writing 
that a hearing be held on such matter, stating the nature 
of his interest, the reasons for such request. and the 
issues of fact or law raised by said joint-declaration, as 
amended, which he desires to controvert; or he may re- 
quest that he be notified if the Commission should 
order a hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange Commis- 
sion, Washington, D.C. 20549. A copy of such request 
should be served personally or by mail (air mail if the 
person being served is located more than 500 miles from 
the point of mailing) upon the declarants at the above- 
stated address, and proof of service (by affidavit or, in 
case of an attorney at law, by certificate) should be 
filed with the request. At any time after said date, the 
joint-declaration, as amended or as it may be further 
amended, may be permitted to become effective as 
provided in Rule 23 of the General Rules and Regula- 
tions promulgated under the Act, or the Commission 
may grant exemption from its rules under the Act as 
provided in Rules 20(a) and 100 thereof or take such 
other action as it may deem appropriate. Persons who 
request a hearing or advice as to whether a hearing is 
ordered will receive any notices and orders issued in 
this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT 
OF 1935 
Release No. 19392/February 18, 1976 


AMENDMENT OF RULE 70 TO CLARIFY DISTINC- 
TION BETWEEN INSURANCE COMPANIES AND 
INVESTMENT BANKERS UNDER SECTION 17(c) 

OF THE PUBLIC UTILITY HOLDING COMPANY ACT 
OF 1935 

File No. $7-553 


The Securities and Exchange Commission announced 
today amendments of Rule 70 [17 CFR 250.70] under 


the Public Utility Holding Company Act of 1935 (“Act’’). 
One amendment adds new clauses (iii) and (iv) to 17 
CFR 250.70(c)(4) to exclude a broker who is not an 
underwriter or dealer and to exclude an insurance 
company engaged in certain limited activities in the 
securities field from the definition of “investment 
banker” as used in Section 17(c) of the Act. The effect 
of this amendment is to eliminate doubts as to the 
eligibility of a director of such a company to serve 

as an officer or director of a registered holding 
company or a subsidiary company thereof. Section 
250.70(c)(3) of 17 CFR is also amended to delete. as 
obsolete, the words “The Reconstruction Finance 
Corporation or” from that paragraph. 


Notice of the proposed amendments was duly pub- 
lished (Holding Company Act Release 18811, February 
13, 1975). The comment period, as extended, expired 
April 7, 1975. Four comments were received, all sup- 
porting the amendments in principle but suggesting 
various changes in the proposed text. 


Purpose of Amendment 


Section 17(c) does not prohibit a director or officer of 
an insurance company from serving as a director or 
officer of a registered holding company or subsidiary 
thereof. It does apply to a director or officer of an 
investment banker. Problems of interpretation have 
arisen because of the sale by insurance companies of 
various forms of variable contracts, their sponsorship 
of registered investment companies, and ownership by 
some insurance companies of a subsidiary registered 
as a broker-dealer under the Securities Exchange Act of 
1934 for the purpose of effecting portfolio transactions 
for its parent and aSSdciates, or for the purpose of 
selling investment company shares through the insurance 
company’s sales force. 


The broad definition of investment banker in Rule 
70(c)(4) can be construed to transform an insurance 
company engaged in such activities into an investment 
banker for purposes of Section 17(c). Such a construc- 
tion would not serve the purpose of that section. The 
securities activities involved are narrow and do not 
change the primary character of an insurance company. 
The amendments would not permit an insurance com- 
pany to engage in the kind of investment banking 
activities against which Section 17(c) was directed. 


The text of the proposed rule has been revised in some 
respects to reflect the constructive comments sub- 
mitted in response to the notice. The exception for 
insurance companies, now paragraph (iv), has been 
simplified to eliminate reference to life and annuity 
contracts because these terms have technical implica- 
tions not needed for the purposes of the rule. The limita- 
tion of a separate account to one which is a registered 
investment company has also been dropped for the 
same reason. 


In revising the rule it became apparent that a modifica- 
tion of the general definition of investment banker to 
exclude a person engaged in securities transactions 
solely to execute orders of customers would be more 
appropriate than the grant of a special exception limited 
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to such persons who are subsidiaries of insurance 
companies. A broker, as such, is not an investment 
banker and should not be defined as one. 


The sale of mutual fund shares by insurance sales forces 
has become a widespread practice. Insurance companies 
with their own sales organizations require a registered 
broker-dealer to employ the salesmen for this purpose 
and to execute the transactions. The rule as proposed 
would have had the unintended effect of discriminating 
against insurance companies, particularly the smaller 
companies, which sell shares issued by independent 
funds. Accordingly, the exclusion from Section 17(c) 
has been restated to eliminate the proposed limitations 
to transactions for affiliates only. 


Further, to enforce the policy of Section 17(c) it is not 
essential to consider as an investment banker a person 
whose securities business is limited to executing trans- 
actions for customers. The rule as now in effect relies 
on the definition of underwriter and dealer contained 
in the Securities Act of 1933. Section 2(12) thereof de- 
fines dealer to include the brokerage function. This is 
appropriate in the context of that statute but not as a 
definition of investment banker. 


“Investment banker” has been redefined for purposes 
of Section 17(c) of the Holding Company Act only, as 
an underwriter or dealer defined in the Investment 
Company Act of 1940, which does distinguish between 
brokers and dealers. The new clause (iii) also specifies 
that a person whose dealing in investment company 
securities is limited to the sale, redemption or repurchase 
for redemption of such securities to fill orders of cus- 
tomers is not an investment banker under Section 17(c) 
of the Holding Company Act. There is no intent to de- 
termine whether or not such a person would be a 
dealer for other purposes or under other statutes. 


There is no need to enlarge the exception so as to in- 
clude parents and associate companies of insurance 
companies. If, for example, the subsidiary is not an 
investment banker under the rule, the parent is not an 
investment banker merely because of its ownership of 
such subsidiary. The legal position of an insurance 
holding company thus differs fundamentally from that 
of a bank holding company, whose subsidiary is ex- 
pressly covered by Section 17(c), and hence is itself 
engaged, at least indirectly, in the banking business. 


Text of the Amendments 
§250.70 Exemptions from Section 17(c) of the Act. 


Subparagraph (c)(3) is amended by deleting the words 
“the Reconstruction Finance Corporation or” 


Subparagraph (c)(4) is amended in two respects. The 
initial clause is amended to delete the words ‘as these 
terms are defined in the Securities Act of 1933 (48 Stat 
71 et seq: 15 U.S.C. 77a-77s).” 


The period at the end of clause (ii) is deleted, and 
replaced with “, or’ and clauses (iii) and (iv) and a para- 
graph of general applicability, reading as follows are 
added immediately thereafter, preceding the final 
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sentence of subparagraph (c)(4), so as to exclude from 
the definition of ‘investment banker’: 


(iii) a person engaged in the securities business 
as a broker or whose transactions in securities 
of registered investment companies is limited to 
Participation in the sale, redemption or repur- 
chase for redemption of such securities to execute 
orders of customers, but who does not otherwise 
act as an underwriter or dealer, or 


“(iv) an insurance company or a subsidiary thereof 
solely because it acts as a principal underwriter 
of variable contracts issued by an insurance com- 
pany or by a separate account (or both), or of 
securities issued by a registered investment 


company for which the insurance company or a subsid- 


iary thereof is the investment adviser. 


“As used in this subparagraph (c)(4), “broker,” 
“dealer,” ‘insurance company,” “i 
adviser,” “principal underwriter,” “separate 
account,” and “underwriter” shall have the mean- 
ings defined in the Investment Company Act of 
1940, as amended; “registered investment com- 
pany” means a company registered as an invest- 
ment company pursuant to Section 8(a) of the 
Investment Company Act of 1940, as amended: 
and “subsidiary” means a company a majority 
of whose stock having an unrestricted right to 
vote for the election of directors is owned by the 
insurance company directly or through one or more 
intermediate subsidiaries.” 


The Commission hereby amends Rule 70(c)(3) and 
70(c)(4) (17 CFR 250.70 (c)(3) and (4)) pursuant to 
Sections.17(c) and 2O(a) of the Act. The amendments 
are exemptive and interpretive in character and 

shall be effective forthwith. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY 
ACT OF 1935 
Release No. 19393/February 18, 1976 


In the Matter of 


THE COLUMBIA GAS SYSTEM. INC. 
Wilmington, Delaware 


COLUMBIA GAS TRANSMISSION 
CORPORATION 

COLUMBIA GAS OF OHIO, INC. 
COLUMBIA GAS OF WEST VIRGINIA, INC. 
COLUMBIA GAS OF KENTUCKY, INC. ~ 
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COLUMBIA GAS OF VIRGINIA, INC. 
COLUMBIA GAS OF PENNSYLVANIA, INC. 
COLUMBIA GAS OF NEW YORK, INC. 
COLUMBIA GAS OF MARYLAND, INC. 
COLUMBIA HYDROCARBON CORPORATION 
THE INLAND GAS COMPANY, INC. 
COLUMBIA LNG CORPORATION 

COLUMBIA GAS DEVELOPMENT OF 
CANADA LTD. 

COLUMBIA COAL GASIFICATION 
CORPORATION 

COLUMBIA GAS DEVELOPMENT 
CORPORATION 

COLUMBIA GAS SYSTEM SERVICE 
CORPORATION 

COLUMBIA GULF TRANSMISSION COMPANY 
COLUMBIA ALASKAN GAS TRANSMISSION 
CORPORATION 


(70-5760) 


ORDER APPROVING PROPOSED ALLOCATION OF 
CONSOLIDATED TAX LIABILITIES BY METHOD 
OTHER THAN PRESCRIBED BY RULE 45(b)(6) FOR 
TAXABLE YEAR 1975 AND RETAINING JURISDICTION 
OVER SUCH PROPOSED ALLOCATION FOR TAXABLE 
YEAR 1976 


The Columbia Gas System, Inc. (“Columbia”), a 
registered holding company, and its subsidiary 
companies named above have filed with this Commission 
a joint-declaration, and an amendment thereto, under 
Sections 12(b) and 12(f) of the Public Utility Holding 
Company Act of 1935 (‘Act’) and Rules 24 and 45 
promulgated thereunder regarding the following 
proposed transactions. 


By order dated June 12, 1973 (HCAR No. 18000), 
the Commission authorized Columbia to allocate the 
system's consolidated Federal income tax liability for 
the years 1973 and 1974 by a method other than 
prescribed by Rule 45(b)(6). Columbia and its 
subsidiaries now propose to extend the Commission's 
authorization under Rule 45(a) for the taxable years 1975 
and 1976. 


The major part of the exploration and development 
activities within the Columbia system are centered in 
three of Columbia’s non-utility subsidiaries, Columbia 
Gas Development Corporation (‘Development U. S.”), 
Columbia Gas Development of Canada, Ltd. (‘‘Develop- 
ment Canada’), and Columbia Coal Gasification 
Corporation (“Coal Gasification’). Due to the expanded 
exploration and development program made necessary 
by the growing system demand for natural gas, 

these three companies have required substantial 
contributions of capital from Columbia. In connection 
with their activities, the three companies have 

incurred tax losses. 


The combined expenditures by Development U.S., 
Development Canada and Coal Gasification for 
exploration and for development and/or research during 
1975 and 1976 are estimated to be $44,000,000 and 
$53,000,000, respectively. It is also estimated that 
these companies will have tax losses of $15,200,000 for 
each of these years. 


When the losses of Development U. S., Development 
Canada, and Coal Gasification are included in the 
consolidated tax return for the Columbia system, 

the consolidated tax liability is reduced. \':ider Rule 
45(b) (6), the benefit of this tax reduction is allocated 
to companies in the consolidated group other than 
those whose tax losses gave rise to the tax savings. 
thus depriving the latter of the tax savings which 
might otherwise be applied in furtherance of their 
continuing exploration and development activities. In 
general, the declaration seeks authorization to 

allocate consolidated taxes in a manner which would 
initially remit the consolidated tax savings arising 

from their tax losses to the three exploration 
subsidiaries in aid of their development programs 


To overcome the claimed inequities resulting from a 
strict adherence to the tax allocation provisions of Rule 
45(b)(6), certain deviations therefrom are proposed 

as follows: 


1. For the years 1975 and 1976, Columbia, while 
computing the system's consolidated tax 
liabilities in the usual manner, will for purposes 
of assessing liability among the individual 
companies of the system add back the reduction 
in such tax liabilities generated from any tax 
losses of Development U. S., Development 
Canada and Coal Gasification resulting from their 
exploration, development and/or research 
activities for the obtaining of additional gas 
revenues. 


2. The consolidated taxes as so adjusted will then 
be apportioned among the system companies 
other than Development U. S., Development 
Canada and Coal Gasification in accordance with 
the procedure of Rule 45(b)(6). The cash 
difference between the adjusted consolidated tax 
liability and the actual consolidated tax 
liability will be remitted by Columbia to 
Deve'opment U. S., Development Canada and Coal 
Gasification in proportion to their respective tax 
losses, if any, incurred in 1975 and 1976 for use 
in further exploration and development work. 


3. In future years when Development U. S. or 
Development Canada or Coal Gasification have 
net taxable income they, or any of them, may 
be entitled to tax credits as a result of the 
loss carry-back or carry-over provisions of Section 
172(b) of the Internal Revenue Code of 1954 in 
order to comply with the separate return 
limitations required by Rule 45(b)(6). To the extent 
that those companies receive tax benefits 
pursuant to paragraphs 1 or 2 above, such 
benefits would be applied to reduce any credits in 
future years to which any of those three 
companies might otherwise be entitled under 
the separate return limitations of Rule 45(b)(6). 


4. Subject to paragraph 3, in no event will the tax 
allocated to any subsidiary company of Columbia 
exceed the amount of tax of such company based 
upon a separate return computed as if such 
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company has always filed its tax return on a 
separate return basis. 


Under the proposals set forth above, the actual 
consolidated tax liabilities of the Columbia system will 
not change. What will change is the allocation of that 
tax among the members of the group so that any 

tax credits remitted to the three exploration companies 
would be matched by an equal aggregate increase in 
the tax allocation to other members of the group 
having taxable income. Nevertheless, under the 
proposed method of allocation, the resulting tax 
allocation to each of the Columbia subsidiaries having 
taxable income, although larger than would be the case 
under strict adherence to Rule 45(b)(6), is still smaller 
than the tax liability of each such company on a 
separate return basis. Declarants state that the 
proposed tax allocation has no effect on the cost of 
service treatment given to Columbia's distribution 
companies by regulatory commissions having jurisdiction 
over rates. 


It is stated that the proven developed reserves at 
yearend for Development U.S. are 345,454 MMCF at 
a cost of 33¢ per Mcf. Development Canada had 
proven and probable reserves of 58.339 MMCF at 26c¢ 
per Mcf for the same period. 


Declarants request permission to file on an annual 
basis the certficates of notification required by Rule 24 
under the Act. No State commission and no Federal 
commission, other than this Commission, has 
jurisdiction over the proposed transaction. The fees and 
expenses incurred in connection with the proposed 
transaction will total $6,000 exclusive of filing fees. 


Due notice of the filing of said joint-declaration, as 
amended, has been given in the manner prescribed in 
Rule 23 promulgated under the Act (HCAR No. 19357), 
and no hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the record, 
it is hereby found that the applicable standards of the 
Act and the rules thereunder are satisfied, insofar as 
the amended joint-declaration relates to taxable year 
1975, and that no adverse findings are necessary; and 
that it is appropriate in the public interest and in 

the interest of investors and consumers that said 
joint-declaration, as amended, be permitted to become 
effective: 


IT IS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said joint- 
declaration, as amended, be, and it hereby is, permitted 
to become effective forthwith, subject to the terms and 
conditions prescribed in Rule 24 promulgated under 
the Act. 


IT 1S FURTHER ORDERED that jurisdiction be, and 

it hereby is, reserved with respect to Columbia's 
proposed method of allocating consolidated Federal 
income tax liability among system companies for taxable 
year 1976. 


For the Commission, by the Division of Corporate 
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Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT 
OF 1935 
Release No. 19394/February 19, 1976 


In the Matter of 


JERSEY CENTRAL POWER & LIGHT COMPANY 
Morristown, New Jersey 07960 


DELMARVA POWER & LIGHT COMPANY 
Wilmington, Delaware 19899 


(70-4397) 


ORDER AUTHORIZING PROPOSED CHANGE IN 
TERMS OF GUARANTEES OF LOANS TO 
UNAFFILIATED COAL SUPPLIER 


Jersey Central Power & Light Company (“JCP&L"), 
an electric utility subsidiary company of General 
Public Utilities Corporation, a registered holding 
company, and Delmarva Power & Light Company 
(“Delmarva”), a combination gas and electric utility 
company and a registered holding company, have 
filed post-effective amendments to their declaration 
previously filed with this Commission pursuant to 
Sections 6(a) and 7 of the Public Utility Holding 
Company Act of 1935 (‘Act’) regarding the following 
proposed transaction. 


JCP&L and Delmarva own, as tenants in common, 
with five other nonassociated utility companies, an 
electric generating station known as the Keystone Steam 
Electric Station (‘Keystone’), which is located in the 
vicinity of Johnstown, Pennsylvania. The owners each 
have an interest, proportionate to their ownership, in 
the electric energy output of Keystone. Keystone is 
adjacent to certain coal lands of Rochester & Pittsburgh 
Coal Company (“R&P”) an nonaffiliated company, 
which is the principal supplier of Keystone’s coal 
requirements. 


By Commission orders dated August 1, 1966, April 19. 
1972 and December 29, 1972 (HCAR Nos. 15533, 
17548 and 17835), JCP&L and Delmarva were 
authorized to guarantee a portion of certain borrowings 
to be made by R&P. R&P was to use the proceeds 
of these loans in order to finance the operation and 
development of the coal mines dedicated to supplying 
coal to Keystone. These borrowings are secured by a 
mortgage from R&P to Manufacturers Hanover Trust 
Company dated as of July 29, 1966 (‘mortgage’). 


By order dated November 18, 1975 (HCAR No. 
19247), declarants were authorized to make Certain 
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changes in the terms of the loan guarantees in connection 
with the execution by R&P of a lease (“lease”) of 

coal mining equipment from General Electric Credit 
Corporation (“GECC”). The November 18, 1975, order 
authorized, among other things, an agreement by the 
declarants that if R&P should fail to make rental 
payments under the lease, that the Keystone owners 
will pay directly to GECC amounts due to R&P as a “cost 
of production” under the Keystone Coal Sales 
Agreement. Rental payments under the lease were to be 
based in part on the prime lending rate. 


it is now proposed to change the calculation of the 
rental payments so that the payments will be computed 
on a minimum prime lending rate of not less than 
7%4% per annum and a maximum prime of 10% per 
annum. 


it is further proposed to release certain properties 
from the lien of the mortgage. The record is not complete 
with respect to this latter proposal. 


No state commission and no federal commission, other 
than this Commission, has jurisdiction with respect to 
the proposed change in the calculation of the rental 
payments. 


Due notice of the filing of said post-effective 
amendments to the declaration has been given in the 
manner prescribed in Rule 23 promulgated under the Act 
(HCAR No. 19349), and no hearing has been requested 
of or ordered by the Commission. Upon the basis of 
the facts in the record, it is hereby found that the 
applicable standards of the Act and the rules thereunder 
are satisfied and that no adverse findings are necessary; 
and that it is appropriate in the public interest and 

in the interest of investors and consumers that said 
declaration, as further amended by said post-effective 
amendments, in so far as it relates to the proposed 
change in the calculation of rental payments, be 
permitted to become effective: 


IT 1S ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said declaration, 
as further amended by said post-effective amendments, 
in so far as it relates to the proposed change in the 
calculation of rental payments, be, and it hereby is, 
permitted to become effective forthwith, subject to the 
terms and conditions prescribed in Rule 24 promulgated 
under the Act and subject further to the reservation 

of jurisdiction ordered below: 


IT 1S FURTHER ORDERED that jurisdiction be, and it 
hereby is, reserved with respect to the proposed release 
of certain properties from the lien of the mortgage. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT 
OF 1935 
Release No. 19395/February 19, 1976 


In the Matter Of 


ALABAMA POWER COMPANY 
600 North 18th Street 
Birmingham, Alabama 35291 


(70-5807) 


NOTICE OF PROPOSED ISSUANCE AND SALE OF 
FIRST MORTGAGE BONDS AT COMPETITIVE 
BIDDING 


NOTICE IS HEREBY GIVEN that Alabama Power 
Company (“Alabama”), an electric utility subsidiary 
company of The Southern Company, a registered holding 
company, has filed an application with this Commission 
pursuant to the Public Utility Holding Company Act 

of 1935 (“Act”), designating Section 6(b) of the Act 
and Rule 50 promulgated thereunder as applicable to the 
following proposed transaction. All interested persons 
are referred to the application, which is summarized 
below, for a complete statement of the proposed 
transaction. 


Alabama proposes to issue and sell, subject to the 
competitive bidding requirements of Rule 50 under the 
the Act, $50,000,000 principal amount of its First 
Mortgage Bonds, % Series due 

March 1, , having a term of not less than 5 
years nor more than 30 years. Alabama will decide on 
the term of the new bonds and notify prospective 
bidders thereof not less than 72 hours prior to 

the time of the bidding. The interest rate (which 

shall be a multiple of 1/8%) and the price, exclusive of 
accrued interest, to be paid to Alabama (which shall be 
not less than 98% nor more than 102-3/4% of the 
principal amount thereof) will be determined by the 
competitive bidding. The bonds will be issued under an 
Indenture dated as of January 1, 1942, between 
Alabama and Chemical Bank, as Trustee, as heretofore 
supplemented and as to be further supplemented by a 
Supplementai Indenture to be dated as of March 1, 
1976, which includes a prohibition until March 1, 1981, 
against refunding the bonds with the proceeds of 
funds borrowed at a lower effective interest cost. 


It is stated that Alabama may request by amendment 
that the proposed sale of bonds be excepted from the 
competitive bidding requirements of Rule 50 should 
circumstances develop which, in the opinion of the 
company’s management, make such exception in the 
best interest of the company and its investors and 
consumers. 


Alabama intends to use the proceeds from the sale of 
the new bonds along with other funds, in financing its 
1976 construction program, currently estimated at 
$491,139,000, and in retiring, through sinking fund 
operations, $10,000 principal amount of prior lien 
bonds. 


It is stated that the Alabama Public Service Commission 
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has authorized the issuance and sale of the bonds 
and that no other State commission and no Federal 
commission, other than this Commission, has jurisdiction 
over the proposed transaction. A statement of the fees 
and expenses to be incurred in connection with the 
proposed transaction is to be supplied by amendment. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than March 12, 1976. request in writing 
that a hearing be held on such matter, stating the 
nature of his interest, the reasons for such request, 
and the issues of fact or law raised by said application 
which he desires to controvert; or he may request 
that he be notified if the Commission should order a 
hearing thereon. Any such request should be addressed: 
Secretary. Securities and Exchange Commission, 
Washington, D. C. 20549. A copy of such request 
should be served personally or by mail upon the applicant 
at the above-stated address, and proof of service 

(by affidavit or, in case of an attorney at law, by 
certificate) should be filed with the request. At any time 
after said date, the application, as filed or as it may be 
amended, may be granted as provided in Rule 23 of the 
Genera! Rules and Regulations promulgated under the 
Act, or the Commission may grant exemption from such 
rules as provided in Rules 20(a) and 100 thereof or 
take such other action as it may deem appropriate. 
Persons who request a hearing or advice as to whether a 
hearing is ordered will receive any notices and orders 
issued in this matter, including the date of the hearing 
(if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








TRUST INDENTURE ACT OF 1939 





TRUST INDENTURE ACT OF 1939 
Release No. 19427/February 18, 1976 


The Securities and Exchange Commission has 

issued an order under the Trust Indenture Act (the 
“Act’) on application of Bay State Gas Company 

(the “Company”) that the trusteeship of First National 
Bank of Boston (“First National’) under a New 
Indenture of the Company, while also serving «> 
trustee under seven other indentures of the Con. « any, 
is not so likely to involve a material conflict of 
interest as to make it necessary to disqualify First 
National from acting as trustee under the New 
indenture. 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 9156/February 13, 1976 


In the Matter of 


AMERICAN GENERAL EXCHANGE FUND 
(A California Limited Partnership) 

201 South Lake Avenue 

Pasadena, California 91101 


(812-3881) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTIONS FROM SECTIONS 2(a)(3), 
2(a)(19), 18(f), and 22(e) OF THE ACT 


On January 26, 1976, a notice was issued (Investment 
Company Act Release No. 9134) of an application filed 
on December 5, 1975 and amended on January 6, 12 
and 16, 1976, by American General Exchange Fund 
(A California Limited Partnership) (“Applicant”), 
registered as an open-end, diversified management in- 
vestment company under the Investment Company Act 
of 1940 (“Act”), pursuant to Section 6(c) of the Act, 
for an order of exemption from certain provisions of 
Sections 2(a)(3), 2(a)(19), 18(f), and 22(e) of the Act 
The application requested an order exempting (1) any 
person from the definition of “affiliated person” of 
Applicant who would come within such definition, con- 
tained in Section 2(a)(3) of the Act, solely because he 
was a Limited Partner of Applicant, (2) Applicant and 
its General Partners from the provisions of Section 
2(a)(19) of the Act to the extent that the General 
Partners are “interested persons” of any other person 
solely because they are General Partners of Applicant 
or co-partners in Applicant of General Partners who are 
“interested persons” of such other person, (3) Applicant 
from the provisions of Section 18(f) of the Act to the 
extent that the Uniform Limited Partnership Act of 
California provides a priority in favor of Applicant's 
securities held by Limited Partners over Applicant's 
securities held by General Partners, and (4) Applicant 
from the provisions of Section 22(e) of the Act to the 
extent necessary to validate the commitment of its 
Genera! Partners not to tender Applicant's shares held 
by them for redemption except under certain conditions. 
On February 9, 1976, Applicant filed an amendment to 
the application stating, in effect, that Applicant need not 
meet redemptions for five years after the exchange date 
by the delivery of securities of the same issuer as was 
deposited by the redeeming Partner if such redeeming 
Partner agrees to accept other securities of Applicant's 
choice 


The notice gave interested persons an opportunity to 
request a hearing and stated that an order disposing of 
the application would be issued as of course unless a 
hearing should be ordered. No request for a hearing has 
been filed and the Commission has not ordered a 
hearing 


The matter having been considered, it is found that the 
























granting of the requested order is necessary and appro- 
priate in the public interest and consistent with the 
protection of investors and the purposes fairly intended 
by the policy and provisions of the Act. Accordingly. 


IT IS ORDERED, pursuant to Section 6(c) of the Act. 
that the application, as amended, for exemption from 
the provision of Section 2(a)(3), 2(a)(19), 18(f), and 
22(e) of the Act. to the extent requested, be and hereby 
is, granted effective forthwith. 


For the Commission, by the Division of Investment 
Management Regulation, pursuant to delegated 
authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9157/February 17, 1976 


In the Matter of 


PACIFIC FIDELITY LIFE INSURANCE COMPANY 
PFL VARIABLE ANNUITY FUND I 

PFL VARIABLE ANNUITY FUND Il 

PFL VARIABLE ANNUITY FUND Ill 

PFL VARIABLE ANNUITY FUND IV 

PFL VARIABLE ANNUITY FUND V 

PFL VARIABLE ANNUITY FUND VI 

PIEDMONT CAPITAL CORPORATION 


and 


WESTAMERICA FINANCIAL CORPORATION 
10100 Santa Monica Boulevard 
Los Angeles, California 90067 


(812-3856) 


ORDER PURSUANT TO SECTION 6(c) GRANTING 
EXEMPTIONS FROM SECTIONS 26(a) AND 27(c)(2) 
OF THE ACT. 


Pacific Fidelity Life Insurance Company (“PFL”), a 
California stock life insurance company, PFL Variable 
Annuity Fund |, PFL Variable Annuity Fund II, PFL 
Variable Annuity Fund Ill, PFL Variable Annuity Fund 
lV, PFL Variable Annuity Fund V, PFL Variable An- 
nuity Fund Vi, (collectively referred to as “Funds”), 
separate accounts of PFL registered under the Invest- 
ment Company Act of 1940 (“Act”) as unit investment 
trusts, Piedmont Capital Corporation and West- 
america Financial Corporation (coliectively referred to 
as “Co-principal Distributors”), co-principal under- 
writers for the variable annuity contracts issued by the 
Funds, (PFL, the Funds and the Co-principal Distributors 
collectively referred to as Applicants”), filed an applica- 
tion on September 2, 1975, and an amendment thereto 
on January 2, 1976, pursuant to Section 6(c) of the 


Act, for an order of exemption from the provisions of 
Sections 26(a) and 27(c)(2) of the Act 


On January 19, 1976, a notice was issued of the filing 
of said application (Investment Company Act Release 

No. 9131). The notice gave interested persons an op- 
portunity to request a hearing and stated thai ai order 
disposing of the application might be issued upon the 
basis of the information stated therein unless a hearing 
should be ordered. No request for a hearing has been 
filed, and the Commission has not ordered a hearing. 


The matter has been considered, and it has been found 
that the granting of the requested order and exemptions 
are appropriate in the public interest and consistent 
with the protection of investors and the purposes fairly 
intended by the policy and provisions of the Act. 
Accordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the Act, 
that Applicants be, and are hereby exempted from the 
provisions of Sections 26(a) and 27(c)(2) of the Act 
upon the following conditions to which Applicants 
have consented: 


1. that charges to variable annuity contract 
owners for administrative services shall not 
exceed such reasonable amounts as the Com- 
mission shall prescribe, jurisdiction being 
reserved for such purposes and 


2. that the payments of sums and charges out of 
the assets of the Funds shall not be deemed 
to be exempted from regulation by the Com- 
mission by reason of this order, provided that 
Applicants’ consent to this condition shall not 
be deemed to be a concession to the Com- 
mission of authority to regulate the payments 
of sums and charges out of such assets. 
other than charges for administrative services, 
and Applicants reserve the right in any pro- 
ceeding before the Commission or action in 
any court to assert that the Commission has 
no authority to regulate the payment of such 
other sums or charges. 


For the Commission, by the Division of Investment 
Management Regulation, pursuant to delegated 
authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9158/February 17, 1976 


In the Matter of 


KEMPER MUNICIPAL BOND FUND, LTD. 
(A Nebraska Limited Partnership) 
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120 South LaSalle Street 
Chicago, Illinois 60603 


(812-3389) 


NOTICE OF FILING OF APPLICATION PURSUANT 
TO SECTION 6(c) OF THE ACT FOR EXEMPTION 
FROM CERTAIN PROVISIONS OF SECTIONS 2(a)(19) 
AND 18(f)(1) OF THE ACT 


NOTICE IS HEREBY GIVEN that Kemper Municipal 
Bond Fund, Ltd. (“Applicant’’), a limited partnership 
which will be organized under the laws of the State of 
Nebraska as an open-end, diversified management 
investment company registered under the Investment 
Company Act of 1940 (‘Act’), filed an application on 
February 8, 1973, and amendments thereto on De- 
cember 6, 1974, June 18, 1975, January 26, 1976, 
February 4, 1976 and February 17, 1976 pursuant 
to Section 6(c) of the Act for an order of the Com- 
mission 


(a) exempting the General Partners (as herein- 
after defined) from the definition of “interested 
person” contained in Section 2(a)(19) of the 

Act to the extent that the Genera! Partners would 
be “interested persons” solely because they are 
partners in Applicant; and 


(b) exempting Applicant from the provisions of 
Section 18(f)(1) of the Act to the extent that the 
Partnership Act (as hereinafter defined) and the 
Partnership Agreement may be inconsistent with 
the prohibition against issuance of a “senior 
security’, as defined under Section 18(g) of the 
Act. 


All interested persons are referred to the application on 
file with the Commission for a statement of the repre- 
sentations therein. which are summarized below 


Applicant states that it will be a limited partnership 
organized under the provisions of the Uniform Limited 
Partnership Act as enacted in the State of Nebraska 
Neb. Rev. Stat. §§ 67-201—67-232 (‘Partnership 
Act’). Applicant's investment objective as stated in its 
Partnership Agreement is to provide for the holders of 
its limited partnership interests, through a diversified. 
managed portfolio of municipal bonds. as high a level of 
current interest income which is exempt from Federal 
income taxes as is consistent with preservation of 
capital. Applicant indicates it will be organized as a 
limited partnership because the partnership vehicle 
appears to be the only form through which Applicant's 
objective can be achieved under current Federal income 
tax law. Applicant states it will be organized in 
Nebraska since the laws of that state specifically con- 
template an investment company organized as a limited 
partnership and permit limited partners to exercise the 
rights required to enable Applicant to comply with the 
Act 


Applicant further states that the offering of its shares 
to the public is contingent upon receipt of an opinion 
from Nebraska counsel that Applicant has been lawfully 
Organized and is validly existing as a limited partnership 
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under Nebraska law: and, Applicant states Nebraska 
counsel is prepared to render such opinion 


In accordance with its investment objective, Applicant 
proposes to hold and manage a diversified portfolio 
of “Municipal Bonds’, which term is defined in its 
Partnership Agreement as obligations issued by or on 
behalf of states, territories and possessions of the 
United States and the District of Columbia and their 
political subdivisions, agencies and instrumentalities, 
the interest from which is exempt from Federal income 
tax. Applicant intends to invest all of its assets in 
Municipal Bonds which are rated at the time of pur 
chase within the three highest grades by Moody's 
Investors Service, Inc. or Standard & Poor's Corpora- 
tion, or in certain permitted temporary investments. From 
time to time Applicant may hold, as temporary in- 
vestments, securities the interest income from which 
may be subject to Federal income tax 


Applicant states that on December 9, 1974, and prior 
to its change from a closed-end to an open-end com 
pany, it received from the Internal Revenue Service 
revenue rulings to the effect that, inter alia, for Federa 
income tax purposes, Applicant, operating under the 
provisions of the Partnership Agreement, will be treated 
as a partnership and not an association taxable as a 
corporation; the General, Limited and substitute Limited 
Partners as holders of shares will be treated as partners 
of Applicant for Federal income tax purposes: and in- 
come which is exempt from Federal income taxes under 
the Internal Revenue Code when received by Applicant 
will retain its status as income exempt from Federal 
income tax when allocated and distributed to the part- 
ners. On June 16, 1975, Applicant received new rulings 
from the Internal Revenue Service to similar effect 
taking into consideration the change from a closed-end 
to an open-end company. The Internal Revenue Service 
further advised Applicant on January 26, 1976, that the 
addition of the corporate General Partner as described 
below will not change the advice contained in the 
ruling of June 16, 1975 


Applicant states that as a limited partnership, it will 
have two classes of partners, General Partners and 
Limited Partners. The General Partners will consist 
initially of six individuals (referred to herein as “Director 
General Partners”) and one corporate General Partner 
(collectively the ‘General Partners’). The corporate 
General Partner will provide a continuing entity avail- 
able to choose successor general partners and continue 
the partnership in the event there are no Director 
Partners able to do so 


Applicant states that the corporate General Partner 
which will be the investment adviser, Supervised 
Investors Services, Inc., will not be elected and will 
not vote Applicant’s shares owned by it nor will it 
cquire additional shares except upon termination of the 
loan to Director General Partners, as discussed below 
or through dividend reinvestment. Applicant further 
States that under the terms of the Partnership Agree- 
ment, the corporate General Partner will be permitted to 
participate in Applicant's management only in the event 
that no Director General Partners remain to elect to 
continue business and then only for the limited period 
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of time (not in excess of 120 days) necessary to convene 
a meeting of the Limited Partners for the purpose of 
making such election. 


The application also states that the Director General 
Partners will be responsible for Applicant's management 
and will supervise the activities of Applicant's invest- 
ment adviser in accordance with Applicant's investment 
objective, policies and limitations. Except as otherwise 
required under the Act, the Director General Partners 
may act by majority vote at a meeting or by unanimous 
written counsent without a meeting. The Director 
General Partners may appoint one Director General 
Partner to be Managing Partner who will preside at all 
meetings of partners and will be responsible for execu- 
tion of policies established by the Director General 
Partners and for the administration of the Fund. The 
Director General Partners may delegate such functions 
as they may determine and, subject to the provisions 
of the Act, may appoint agents to perform duties on 
behalf of the Fund. Applicant states that the Director 
Genera! Partners will perform the same functions with 
respect to the partnership as do the directors of incor- 
porated investment companies registered under the Act 
with respect to their corporations. Applicant states that 
the Director General Partners will adopt by-laws pre- 
scribing the limitations on the scope of the authority 
of Director General Partners of the Fund set forth in 
the Partnership Agreement, the Partnership Act and the 
Act, including the rules and regulations thereunder. 


Applicant represents that it has obtained a commitment 
from an insurance carrier to cover all employees and 
Director General Partners to the extent of the coverage 
generally available for employees of an investment 
company (which includes certain losses resulting from 
unauthorized trading in securities of the Fund) registered 
under the Act. In addition, Applicant states that it is 
negotiating for an insurance policy providing meaningful! 
errors and omissions coverage at reasonable rates for 
Director General Partners. The Fund will cause insurance 
coverage acceptable to the staff of the Commission to 
be in effect prior to offering shares to the public. 


Applicant's Director General Partners will be divided 
into two classes, each of which will consist of not less 
than two members. The Director General Partners 

shall from time to time recommend to the Limited 
Partners the number of persons to be elected as Director 
General Partners for each class; provided, however, 

if at any time the number of Director General Partners 
in either class is reduced to less than two, the remaining 
Director General Partners shall, within 120 days, call a 
meeting of Director General Partners and Limited Part- 
ners for the purpose of electing an additional Director 
General Partner or partners so as to restore the number 
of Director General Partners in such class to at least two. 
At each annual election of Director General Partners 
after the first, the Director General Partners elected as 
members of the class the term of which expires in that 
year shall be elected to hold office for a term of two years 
from their election and until their successors are elected 
and qualified. 


Applicant represents that the Internal Revenue Service 
("IRS") has imposed as a condition or granting a favor- 


able tax ruling to Applicant that the General Partners, 
as such, shall be obligated to contribute to Applicant 
through the purchase of its shares, an amount neces- 
sary to enable the General Partners to maintain in the 
aggregate an interest in each material item of Applicant's 
income, gain, foss, deduction or credit equal to at least 
one percent of each such item at all times during 
Applicant's existence, or equal to such other percentage 
as may be required from time tu time by IRS and IRS 
interpretations thereof in respect of limited partnerships. 
Applicant states that each share held by a General 
Partner shall be held by such person as a General 
Partner and not as a Limited Partner, and each such 
share shall be unassignable, except to another General 
Partner. 


Applicant states that its investment adviser has agreed 
to loan to not less than two of Applicant's Director 
General Partners an amount sufficient to permit the 
General Partners (after taking into consideration amounts 
invested personally by them as General Partners) to 
maintain the required one percent interest through 
Capital investment in Applicant's shares. Applicant 
further states that the investment adviser will under- 
take to maintain and, if necessary, increase the amount 
of such loan so long as its investment advisory con- 
tract is in effect; and, if such contract is terminated, 
for up to one year upon termination by action of the 
Limited Partners and for up to two years after termina- 
tion by the adviser; provided that, in all cases, mainte- 
nance of the loan is necessary to preserve Applicant's 
Federal income tax status. 


Applicant represents that: (a) all shares acquired by 
General Partners pursuant to any such loan will be 
pledged to secure the loan and will be held in escrow 
by Applicant’s custodian, dividend and transfer agent; 
(b) no such shares may be pledged, assigned or trans- 
ferred to any person other than a General Partner; and 
(c) any assignment to transfer to a General Partner who 
iS not a recipient of the loan requires the consent of the 
maker of the loan, the investment adviser. Applicant 
has received an opinion of its counsel to the effect that 
the provisions of the Partnership Agreement and the 
structure of the loan are such that the authority of a 
Director General Partner to engage in the management 
of Applicant's affairs will not be exercisable by the suc- 
cessors in interest of a deceased Director General Partner 
to whom such loan is made. Thus, Applicant states, 
shares acquired pursuant to the loan will at all times 
remain beyond the control (either actual or by operation 
of law) of the Director General Partners to whom the loan 
is made. 


Applicant further states that it promptly will attempt to 
procure written advice from the IRS that the required 
one percent interest may be satisfied through capital 
investment by the corporate General Partner. Upon 
receipt of such advice and consistent therewith, the 
loan will be terminated and simultaneously the capital 
necessary to comply with the one percent requirement 
will be invested by the corporate General Partner. 

Any such investment by the corporate General Partner 
will be subject to the same termination provisions as 
the loan. 
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The application also states that the Director General 
Partners and Limited Partners will have the voting, ap- 
proval, consent or similar rights required under the 
Act for voting security holders. 


The Partnership Agreement provides that shares of Lim- 
ited Partners are transferable. In order to complete the 
purchase or transfer of such shares, the Limited Partner 
must furnish a signed form of partnership authorization. 
Under the Partnership Agreement, purchasers of limited 
partnership interests have no right to receive distribu- 
tions of Applicant until such form is received by Appli- 
cant. Applicant states that income distributions 
allocable to shares which have been purchased or 
assigned, but as to which Applicant has not received 
the form of partnership authorization, shall be re- 
invested and held by Applicant in shares for the account 
of the purchaser pending receipt of the requisite part- 
nership authorization. Applicant further states that the 
form of partnership authorization, which includes a 
power of attorney and certain other representations, 
will be used to add or substitute, as the case may be, 
the purchaser as a Limited Partner and to effect amend- 
ments to the Partnership Agreement. Amendment of 
the Partnership Agreement admitting the purchaser as a 
Limited Partner evidences the consent of the General 
Partners. Applicant states that the General Partners, 
while recognizing that they have the right to withhold 
their consent, have stated that they intend to give their 
consent unless they have reason to believe that a pur- 
chaser or assignee is a minor or is not aware of the 
nature of a limited partnership interest. 


Under ordinary circumstances, Applicant or its dealers 
expect to receive the partnership authorization on the 
same day as an initial investment in shares of Applicant 
is made by an investor. Applicant will process amend- 
ments to the Partnership Agreement as often as daily, 
when necessary. Applicant states that each agreement 
with its dealers will contain a partnership authorization 
permitting the General Partners to admit the dealer as a 
Limited Partner when an order for a purchase of shares 
iS not accompanied by the partnership authorization. 
Thus Applicant states that the interest of the purchaser 
of shares, who, for example purchases by telephonic 
order, will be reflected in Applicant's records and public 
filings as a limited partnership interest in the name of 
the deaier through whom the shares were purchased, 
as the nominee of the additional Limited Partner. 
Effectively, Applicant concludes, the dealer will be hold- 
ing the shares of the purchaser in street name with the 
beneficial interest vested in the purchaser until the 
purchaser is substituted as a Limited Partner. Likewise, 
Applicant states, any interest of an assignee of shares 
will be represented by the interest of the assignor until 
the partnership authorization and appropriate evidence 
of assignment is received and the Partnership Agreement 
amended. A Limited Partner continues as such, in the 
case of redemption of all of the shares owned by such 
Limited Partner, until the next filing of the amendment to 
the Partnership Agreement, and, in the case of assign- 
ment, until an assignee of the shares is substituted 

as a Limited Partner. 


Section 10(a) of the Act provides that no more than 60% 
of the members of the board of directors of an invest- 
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ment company may be interested persons of such 
company. Section 2(a)(19) of the Act. which defines 
the term “interested person”, provides in subpart 
(A)(i) that when used with respect to an investment 
company, an interested person of such company means 
“any affiliated person of such company”. The definition 
of “affiliated person” in Section 2(a)(3) of the Act pro- 
vides in pertinent part: “ ‘Affiliated person’ of another 
person means...(D) any... partner... of such other 
person.” Applicant asserts that under strict interpreta- 
tion of the foregoing definitions, each of Applicant's 
General Partners would be an “interested person” of 
Applicant by virtue of his being a General Partner 
Furthermore, the provisions of Section 2(a)(3) of the 
Act would make all Director General Partners “affiliated 
persons” of the corporate General Partner (Applicant's 
investment adviser), with the result that the Director 
General Partners would become “interested persons” 
under Section 2(a)(19)(A)(i) by reason of their being in 
partnership with the investment adviser. 


Section 2(a)(19)(aa) provides that no person shall be 
deemed to be an interested person of an investment 
company solely by reason of “his being a member of its 
board of directors.’ Applicant asserts that it is neces- 
sary and appropriate in the public interest and consistent 
with the protection of investors and the purposes fairly 
intended by the policy and provisions of the Act to 
exempt Applicant and the General Partners from the 
provisions of Section 2(a)(19) of the Act to the extent 
that the General Partners would otherwise be deemed 
“interested persons” solely because they are ‘‘partners 
in the partnership. Applicant further asserts that Director 
General Partners would seem to be included in the 
definition of “director” in Section 2(a)(12) of the Act and 
the relationship of Director General Partners to Appli- 
cant is essentially identical to the relationship of directors 
of an incorporated investment company to such com- 
pany. Furthermore, Applicant contends that since the 
Partnership Agreement prohibits the corporate General 
Partner from participating in the management of 
Applicant, the ‘‘affiliated’’ nature of the relationship of 
the corporate General Partner and Director General 
Partners is not subject to the concentration of control 
which Section 1(b)(4) of the Act finds adverse to the 
public interest and which Section 2(a)(19) and Section 
10(a) were designed to prohibit. Therefore, Applicant 
believes that its organization is consistent with the 
policy and purposes of Section 2(a)(19)(A)(aa) relating 
to incorporated investment companies. 


The application also states that the economic interests 
in Applicant, or shares of Partnership Interest, have 
equal participation in profits and losses of Applicant 
and equal participation upon Applicant's dissolution to 
the extent permitted by law. Such shares, however, may 
be held by either General Partners in their capacity as 
such, or by Limited Partners. Section 67-223 of the 
Partnership Act provides that upon dissolution, amounts 
payable to Limited Partners, including amounts payable 
with respect to capital, are entitled to payment prior 
to amounts payable to General Partners. 


Section 18(f)(1) of the Act provides, in pertinent 
part, that “It shall be unlawful for any registered 
open-end company to issue any class of senior 
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security or to sell any such security of which it is 
the issuer..." Section 18(g) of the Act defines 
“senior security’ as “any stock of a class having 
priority over any other class as to distribution 

of assets or payments of dividends 


itis Applicant's position that all of its securities, i.e., the 
shares of Partnership Interest—are of one class, since, 
under the Partnership Agreement, they are entitled 

to participate ratably in profits and upon dissolution. 
To the extent that Section 67-223 of the Partnership 
Act requires payments to Limited Partners upon dis- 
solution to be made before payments to General 
Partners, such “priority” derives from an individual's 
status as a General or Limited Partner, not from the 
terms of the security itself. It is not Applicant's inten- 
tion to create priorities in either class of Partner. To 
the extent that priorities may exist in order of payment 
upon dissolution, such priorities derive from the Part- 
ners status under Nebraska law 


lf a “senior security” is deemed to exist under Section 
18, Applicant asserts that such security is clearly the 
shares held by Limited Partners. That being the case, 
Applicant asserts that it is necessary and appropriate 
in the public interest and consistent with the protection 
of investors and the purposes fairly intended by the Act 
to exempt Applicant from the provisions of Section 
18(f)(1) on the basis that Section 18(f)(1) clearly was 
not intended to apply this situation. In Applicant's case, 
the “junior securities” involved, if any, would be shares 
held by General Partners who should be fully aware 

of their rights under the Partnership Agreement and the 
Partnership Act. Applicant believes that the beneficiaries 
of any priorities that exist are the members of the 
public who become Limited Partners. Limited Partners 
will effectively have the power to elect all of the Direcior 
General Partners, to exercise all of the voting rights 
required under the 1940 Act and to amend the Partner- 
ship Agreement. 


Applicant, for the foregoing reasons, requests exemption 
from Section 18(f)(1) of the Act to the extent that the 
Commission determines that it is issuing a “senior 
security” as defined in Section 18(g) of the Act. 


Section 6(c) of the Act authorizes the Commission, 
upon application, to exempt any person from any pro- 
vision or provisions of the Act conditionally or un- 
conditionally if and to the extent such exemption is 
necessary or appropriate in the public interest and 
consistent with the protection of investors and the 
purposes fairly intended by the policy and provisions 
of the Act 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than March 15, 1976, at 5:30 p.m., submit 
to the Commission in writing a request for a hearing on 
the matter accompanied by a statement as to the nature 
of his interest, the reason for such request, and the 
issues, if any, of fact or law proposed to be controverted, 
or he may request that he be notified if the Commission 
shall order a hearing thereon. Any such communication 
should be addressed: Secretary, Securities and Ex- 
change Commission, Washington, D.C. 20549. A copy 
of such request shall be served personally or by mail 


(air mail if the person being served is located more than 
500 miles from the point of mailing) upon Applicant 
at the address stated above. Proof of such service (by 
affidavit, or in.case of an attorney at law, by certificate) 
shall be filed contemporaneously with the request 

As provided by Rule 0-5 of the Rules and Regulations 
promulgated under the Act. an order disposing of the 
application will be issued as of course following said 
date unless the Commission thereafter orders a hearing 
upon request or upon the Commission's own motion 
Persons who request a hearing. or advice as to whether 
a hearing is ordered, will receive any notices and orders 
issued in this matter, including the date of the hearing 
(if ordered) and any postponements thereof 


For the Commission, by the Division of Investment 
Management Regulation, pursuant to delegated 
authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9159/February 17, 1976 


In the Matter of 


PEACHTREE EQUITY SECURITIES, INC. 
34 Peachtree Street, N.W. 
Atlanta, Georgia 30303 


(812-3660) 


ORDER PURSUANT TO SECTION 6(c) GRANTING 
EXEMPTION FROM RULE 22c-1 UNDER THE ACT. 


On January 16, 1976, a notice was issued (investment 
Company Act Release No. 9126) of the filing of an 
application on June 27, 1974 and amended and restated 
applications, on July 21, 1975, and December 4, 1975, 
by Peachtree Equity Securities, Inc. (“Applicant”), a 
diversified, open-end management investment company 
registered under the Investment Company Act of 1940 
(“Act”), for an order pursuant to Section 6(c) of the 
Act exempting the secondary market operations of 
dealers in Applicant's shares from the provisions of 
Rule 22c-1(a) under the Act in order to permit trading 
in such shares at the bid and asked prices in the over- 
the-counter market. 


The notice gave interested persons an opportunity to 
request a hearing and stated that an order disposing 
of the application would be issued as of course unless 
a hearing should be ordered. No request for a hearing 
has been filed, and the Commission has not ordered a 
hearing. 


The matter having been considered, it is found that the 
granting of the requested exemption is appropriate in the 
public interest and consistent with the protection of 
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investors and the purposes fairly intended by the policy 
and provisions of the Act 


IT 1S ORDERED, pursuant to Section 6(c) of the Act. 
that the Application for exemption of the secondary 
market operations of dealers in Applicant's shares from 
the provisions of Rule 22c-1(a) under the Act be and 
hereby is, granted, effective forthwith. 


By the Commission 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9160/February 17, 1976 


In the Matter of 


BANKERS SECURITY VARIABLE ANNUITY FUNDA 

BANKERS SECURITY VARIABLE ANNUITY FUND B 

BANKERS SECURITY VARIABLE ANNUITY FUND C 

BANKERS SECURITY VARIABLE ANNUITY FUND D 

BANKERS SECURITY VARIABLE ANNUITY FUND E 

BANKERS SECURITY VARIABLE ANNUITY FUND F 

OPPENHEIMER FUND, INC. 

OPPENHEIMER A.I.M. FUND, INC. 

OPPENHEIMER TIME FUND, INC. 

OPPENHEIMER INCOME FUND, INC. 

OPPENHEIMER SPECIAL FUND, INC. 

OPPENHEIMER MONETARY BRIDGE, INC. 

CPPENHEIMER SYSTEMATIC CAPITAL 
ACCUMULATION PROGRAM 

OPPENHEIMER TIME FUND SYSTEMATIC CAPITAL 
ACCUMULATION PROGRAM 

OPPENHEIMER A.I.M. FUND SYSTEMATIC CAPITAL 
ACCUMULATION PROGRAM 


and 


BANKERS SECURITY LIFE INSURANCE SOCIETY 
1701 Pennsylvania Avenue, N.W 
Washington, D.C. 20006 


(812-3865) 


NOTICE OF APPLICATION PURSUANT TO SECTION 
11 OF THE ACT FOR APPROVAL OF OFFERS OF 
EXCHANGE, AND PURSUANT TO SECTION 6(c) OF 
THE ACT FOR AN ORDER OF EXEMPTION FROM 
SECTION 27(a)(3) AND RULE 27a-2 THEREUNDER, 
SECTION 27(d). 27(e). 27(f) AND RULES 27e-1 AND 
27f-1 THEREUNDER, SECTION 26(a), and SECTION 
27(c)(2) 


NOTICE IS HEREBY GIVEN that Bankers Security 

Life Insurance Society (“Bankers Security”), a New York 
stock life insurance company, and Bankers Security 
Variable Annuity Fund A (“Separate Account A”), 
Bankers Security Variable Annuity Fund B (“Separate 


1318/SEC DOCKET 











Account B"’), Bankers Security Variable Annuity Fund 
C (Separate Account C”), Bankers Security Variable 
Annuity Fund D ("Separate Account D”), Bankers 
Security Variable Annuity Fund E (“Separate Account 
and Bankers Security Variable Annuity Fund F 
(“Separate Account F’’), unit investment trusts 
registered under the Investment Company Act of 1940 at 
(“Act”), Oppenheimer Fund, Inc., Oppenheimer A.I.M st 
Fund, Inc., Oppenheimer Time Fund, Inc., Oppenheimer sf 
Income Fund, Inc., Oppenheimer Special Fund, Inc., and 
Oppenheimer Monetary Bridge. Inc., diversified open-end A 
investment companies registered under the Act, and p 
Oppenheimer Systematic Capital Accumulation Program 
(“OSCAP"’), Oppenheimer Time Fund Systematic Capital 
Accumulation Program (“TIMECAP’), and Oppenheimer tl 
A.1.M. Fund Systematic Capital Accumulation Program tl 
(“AIMCAP"), unit investment trusts registered under the p 
Act, (hereir:after collectively referred to as ‘Applicants”) A 
filed an application on October 3, 1975, and amend- a 
F 
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ments thereto on November 20, 1975, December 4, 
1975. and December 8, 1975, pursuant to Section 11 
of the Act for an order approving certain offers of 
exchange, and pursuant to Section 6(c) of the Act for an 
order of exemption from Section 27(a)(3) and Rule 
27a-2 thereunder, Sections 27(d), 27(e), 27(f), and Rules 
27e-1 and 27f-1 thereunder, Section 26(a) and Section 
27(c)(2). All interested persons are referred to the : 
application on file with the Commission for a statement ' 
of the representations therein which are summarized | 
below 


Assets of Separate Accounts A and D are invested at 
net asset value in shares of the Oppenheimer Fund, Inc 
assets of Separate Accounts B and E are invested at 
net asset value in shares of Oppenheimer income Fund, 
inc.; and assets of Separate Accounts C and F are 
invested at net asset value in shares of Oppenheimer 
Monetary Bridge. Inc. Shareholders of each of the above 
three Oppenheimer funds, with one exception, as well 
as shareholders of Oppenheimer A.I.M. Fund, Inc., 
Oppenheimer Time Fund, Inc. and Oppenheimer Special 
Fund, Inc.. may exchange shares on the basis of their | 
relative net asset value per share at the time of the 
exchange without sale charge.' Each of the above six 
Oppenheimer Funds is registered as an open-end 
investment company under the Act. 





Section 117 


Section 11(a) makes it unlawful for any registered 
open-end company or principal underwriter therefor 
to make an offer to the holder of a security of such 
company or of any other open-end investment company 





The Oppenheimer Monetary Bridge, !Inc., (“Bridge 
Fund’) is a no-load fund. Shareholders may exchange 
their shares of the Bridge Fund for the other 
Oppenheimer Funds if they pay full sales and 
administrative charges. A Bridge Fund shareholder 
cannot exchange his shares for a variable annuity 
contract offered by Bankers Security without first 
exchanging his Bridge Fund shares for the shares of one 
of the Oppenheimer Funds mentioned herein and 
paying the full sales load applicable to the purchase of 
shares of such Funds p 
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to exchange his security for a security in the same or 
another such company on any basis other than the 
relative net asset values of the respective securities to be 
exchanged unless the terms of the offer have first been 
submitted to and approved by the Commission. Section 
11(c) of the Act provides that, irrespective of the basis of 
exchange, the provisions of subsection (a) shall be 
applicable to any type of offer of exchange of the 
securities of registered unit investment trusts for the 
securities of any other investment company. 


Applicants propose to offer certain exchange 
privileges as follows 


First Exchange Right—Bankers Security and each of 
the Separate Accounts propose to offer participations in 
the Separate Accounts through individual single 
payment variable annuity contracts (Separate Accounts 
A. B and C also offer group single payment variable 
annuity contracts) to: (i) all shareholders of Oppenheimer 
Fund, Inc., Oppenheimer A.I.M. Fund, Inc., Oppenheimer 
Time Fund, Inc., and Oppenheimer Income Fund, Inc. 
(hereinafter collectively referred to as the “Funds” 

and individually as a “Fund’) and (ii) planholders of 
OSCAP, TIMECAP and AIMCAP, registered unit 
investment trusts (collectively referred to as 
Oppenheimer Unit Trusts”) in exchange for shares of 
the Funds held directly, and indirectly in the case of the 
Oppenheimer Unit Trusts. Such exchange would take 
place on the following basis: 


Regarding a shareholder of a Fund who has been 

such for a period of at least 90 days, the exchange would 
be initiated by written request of a sharehoider and 
delivery of any issued share certificates to the Transfer 
Agent, Investment Companies Service Corporation of 
Boston, Massachusetts. The exchange would be 
accomplished by the redemption of the Fund shares at 
net asset value next determined after receipt of the 
request for exchange and the reinvestment of the 
proceeds without a sales charge in accumulation units 
of the selected Separate Account at a value next 
determined after receipt of the assets for purchase of 
an individual or group variable annuity contract 
described above. If a deferred variable annuity is 
purchased, a deduction of 0.25% would be made as a 
premium for the minimum death benefit. In addition, 
there would be a fee of $5.00 for each exchange. 


Any holder of (A) a single payment plan issued by any of 
the Oppenheimer Unit Trusts who held his plan at 
least 90 days, or (B) a systematic plan of TIMECAP who 
held his plan at least 90 days, or (C) a systematic 

plan issued by any of the other Oppenheimer Unit 
Trusts who had held his plan for at least 18 months, may 
exchange his plan for an individual or group variable 
annuity certificate? The exchange would be initiated 


_———— 





Applicants have indicated that the distinction as to 
the holding period of a plan before the planholder is 
eligible to exchange his plan is based upon the election 
made by TIMECAP, pursuant to Section 27(g) of the 
Act, to be governed by the provisions of Section 27(h) 
which imposes different refund requirements upon 
TIMECAP 





by the written request of the planholder and delivery 
of the plan certificate to Investment Companies Services 
Corporation, the agent of the custodian of the plan. The 
exchange would be accomplished by terminating the 
plan, redeeming the Fund shares held under that plan 
at the net asSet value next determined after receipt 

of the request for exchange and reinvesting the proceeds 
without a sales charge in accumulation units of the 
selected Separate Account at their value next 
determined after such receipt. For a deferred variable 
annuity, there would be a deduction of 0.25% of such 
proceeds as a premium for the Minimum Death Benefit. 
In addition, there would be a fee of $5.00 for an 
exchange. 


Applicants assert that the purpose of the First 
Exchange Right is to permit a shareholder or planholder 
who desires to carry on his investment in an investment 
medium managed by Oppenheimer pursuant to a 
variable annuity contract rather than directly or through 
his Plan to do so without paying a sales charge. 


Applicants contend that no charges should be imposed 
on exchange of securities issued by the Funds or an 
Oppenheimer Unit Trust for variable annuity contracts 
issued by the Separate Accounts because. except on the 
sale of securities issued by Monetary Bridge. sales 
charges have already been assessed. In addition, 
shareholders and certificatehoiders of the Funds and 
the Oppenheimer Unit Trust already are familiar with 
the managers of the investment companies which serve 
as the underlying investment media of the Separate 
Accounts. As a result, any selling effort in connection 
with the transfer will be reduced 


Second Exchange Right—Applicants propose to permit. 
without imposition of a sales load, exchange of deferred 
variable annuity contracts sold by Bankers Security on 
the basis of the accumulated values thereof, for other 
deferred variable annuity contracts sold by Bankers 
Security of the same type and class 


Tax qualified contracts will be issued by Separate 
Accounts A, B and C and non-tax qualified contracts will 
be issued by Separate Accounts D, E and F. Thus, a 
contract owner holding a contract under Separate 
Account A would have the option of exchanging his 
contract, without additional load, for a contract issued by 
Separate Accounts B or C on the basis of the net 
asset values of each Separate Account. Similarly, the 
non-tax qualified contracts would provide for an 
exchange privilege into Separate Accounts issuing non- 
tax qualified variable annuities 


With respect to the Second Exchange Right. Applicants 
contend that such exchange right is consistent with 
the protection of variable annuity contract owners or 
Participants and the purposes clearly intended by the 
policy and provisions of the Act. The only purpose of 
exercising this exchange provision is to provide 

such contract owners and participants the right to 
obtain a contract which invests in shares of an 
investment company which operates under investment 
objectives more closely aligned with such contract 
owner's or participant's financial needs. This provides 
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such contract owner or participant with greater 
flexibility in planning for his financial future. 


Section 27(a}(3) and Rule 27a-2 


Section 27(a)(3) of the Act provides that no registered 
investment company issuing periodic payment plan 
certificates and no depositor of or underwriter for such 
company may sell any such certificate if the amount of 
sales load deducted from any one of the first twelve 
monthly payments exceeds proportionately the amount 
deducted from any other such payment, or if the amount 
deducted from any subsequent payment exceeds 
proportionately the amount deducted from any other 
subsequent payment. Rule 27a-2 under the Act exempts 
a registered separate account, and any depositor of or 
underwriter for such account, from Section 27(a)(3) if 
the proportionate amount of sales load deducted from 
any payment during the contract period does not exceed 
the proportionate amount deducted from any prior 
payment during the contract period. 


Applicants state that where a no-load transfer from one 
Separate Account to another Separate Account takes 
effect, there will be a subsequent continuation of 
periodic payments subject to the sales load deductions. 
Accordingly, Applicants request an exemption from 
Section 27(a)(3) and Rule 27a-2 thereunder to the 
extent necessary to permit such practice. 


Applicants state that deductions will have already been 
made against past purchase payments and that the 
transfer from one Separate Account to another will be 
based on net accumulated values thereof, after these 
deductions were made. Applying net accumulated values 
from one Separate Account to another will not involve 
additional sales activities as to require imposition of an 
additional sales charge and allowing no-load transfers 
in the manner proposed will avoid an unnecessary 
imposition of charges. Applicants further state that 
granting the requested exemption will not conflict 
with the purpose of Section 27(a)(3) which was to curb 
abuses associated with front-end load arrangements on 
mutual fund contractual plans by, in part, lessening the 
possible loss which could be incurred upon early 
termination of such a plan. Since the deductions for 
sales expenses under the Contracts do not involve the 
kind of front-end load arrangement at which Section 
27(a)(3) is directed, Applicants submit that the 
deductions cannot lead to the abuses intended to be 
curbed by Section 27(a)(3). Applicants state further 
that the circumstances in which charges for sales 

and administrative expenses are applicable will be 
fully disclosed so that it is unlikely that any person will 
be misled or confused. 


Sections 27(d), 27(e), 27(f), and Rules 27e-1 and 
27f-1 


Under Sections 27(d), 27(e), and 27(f) of the Act, 

as here relevant, the holder of certain periodic 
payment certificates is given, respectively, (1) the right 
to surrender the certificate at any time within the 

first 18 months after its issuance and to receive, in cash, 
the value of his account and an amount equal to 

that part of the excess paid for sales loading which is 
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over 15 per centum of the gross payments made by the 
certificate holder; (2) the right to be informed in 
writing, in the event that he has missed a certain 
number of payments required to be made pursuant to 
the plan, that he may surrender his certificate and 
receive the aforementioned payments; and (3) the right 
within forty-five days after the mailing of notice of the 
charges to be deducted from the projected payments 
on the certificate and his right of withdrawal, to 
exercise such right of withdrawal by surrendering his 
certificate and receive the value of his account and the 
difference between the gross payments made and the 
net amount invested. 


Applicants represent that under the terms of the First 
Exchange Right. exchanges would not be permitted 
until after the expiration of the time in which a 
Planholder could withdraw and receive a refund under his 
old plan. Applicants contend that while an exchange 
would, in form, involve the issuance of a new plan, 

in substance the exchange would result in a continuation 
of the original plan with a new underlying investment 
medium. Applicants submit that the protection of 
investors and the purposes of Section 27 do not require 
that an exchanging planholder, who no longer has 
any refund or withdrawal rights under his old plan, have 
such rights with respect to his new plan. 


Applicants further request that exemptions be granted 
from the provisions of Rules 27e-1 and 27f-1. Rule 
27e-1 sets forth requirements for notices to be mailed to 
certain purchasers of periodic payment plan certificates 
sold subject to Section 27(d) and Rule 27f-1 sets forth 
requirements for the notice of the right of withdrawal! 
required to be mailed to periodic payment plan 
certificate holders and exempts from Section 27(f) 
certain periodic payment plan certificates. If exemptions 
from the provisions of Sections 27(d), 27(e), and 
27(f) are granted, Applicants assert that exemptions 
from the provisions of Rules 27e-1 and 27f-1 would 
be appropriate since these Rules are designed only to 
implement provisions of these Sections. 


Sections 26(a) and 27(c}(2) 


Sections 26(a) and 27(c)(2), as here pertinent, provide 
in substance that a registered unit investment trust 
and any depositor of and underwriter for such trust 
are prohibited from selling periodic payment plan 
certificates unless the proceeds of all payments, other 
than amounts deducted for sales load, are deposited 
with a qualified bank as trustee or custodian and held 
under an indenture or agreement containing specified 
provisions. Such agreement must provide, in part, that (i) 
the custodian bank shall have possession of all the 
property of the unit investment trust and shall segregate 
and hold the same in trust; (ii) the custodian bank shall 
not resign until either the unit investment trust has 
been liquidated or a successor custodian has been 
appointed; (iii) the custodian may collect fees from the 
income and if necessary from the corpus of the trust for 
services performed and for reimbursement of expenses 
incurred; and (iv) that no payment to the depositor or 
principal underwriter shail be allowed the custodian 
bank as an expense, except a fee, not exceeding such 
reasonable amount as the Commission may prescribe, 
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as compensation for performing bookkeeping and other 
administrative expenses normally performed by the 
custodian. 


Applicants have requested an exemption from Sections 
26(a) and 27{c)(2) of the Investment Company Act to 
allow Bankers Security to be the custodian of the 
assets for each of the Separate Accounts; such assets 
will be heid in the safekeeping of the Bank of Commerce 
in New York. The portion of the purchase payments 
under the Contracts allocated to the Separate Accounts 
will be invested in shares of one of three funds 
available as underlying investment media for the 
Separate Accounts. These shares will be issued under an 
open account arrangement without the use of stock 
certificates. Their ownership will be shown on the 
books and records of the underlying funds and the 
Separate Accounts. 


Bankers Security is subject to extensive supervision 
and control by the New York Insurance Department. 
Such control and supervision, Applicants contend, 
provide assurance against misfeasance and afford the 
essential protection of trusteeship. Under New York law, 
Bankers Security may not abrogate its obligations under 
the Contracts. 


Under the foregoing circumstances, the Applicants 
contend that the dangers against which Sections 

26(a) and 27(c)(2) are directed are not present in this 
situation and an exemption therefrom is requested. 


Applicants consent to the exemptions requested herein 
from Sections 26(a) and 27(c)(2) being made subject 
to the following conditions: (1) that the charges to 
variable annuity contract owners for administrative 
services shall not exceed such reasonable amounts as 
the Commission shall prescribe, jurisdiction being 
reserved for such purpose; and (2) that the payments of 
sums and charges out of the assets of the Separate 
Account shall not be deemed to be exempted from 
regulation by the Commission by reason of the requested 
order, provided that Applicants’ consent to this 
condition shall not be deemed to be a concession to 
the Commission of authority to reguiate the payments 
of sums and charges out of such assets other than 
charges for administrative services, and Applicants 
reserve the right in any proceeding before the 
Commission or in any suit or action in any court to 
assert that the Commission has no authority to regulate 
the payments of such other sums or charges. 


Section 6(c) of the Act provides, in part, that the 
Commission may, by order upon application, 
conditionally or unconditionally exempt any person, 
security, or transaction, or any class or classes of 
persons, securities, or transactions, from any provi- 
sion or provisions of the Act or of any rule or 
regulation under the Act, if and to the extent that 
such exemption is necessary or appropriate in the public 
interest and consistent with the protection of investors 
and the purposes fairly intended by the policy and 
provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested 
persons may, not later than March 16, 1976, at 5:30 


p.m., submit to the Commission in writing a request for 
a hearing on the matter accompanied by a statement 
as to the nature of his interest, the reason for such 
request and the issues of fact or law proposed to be 
controverted,or he may request that he be notified if 
the Commission shall order a hearing thereon. Any such 
communication should be addressed: Secretary, 
Securities and Exchange Commission, Washington, D. C. 
20549. A copy of such request shall be served 
personally or by mail (air mail if the person being served 
is located more than 500 miles from the point of 
mailing) upon Applicants at the address stated above. 
Proof of service (by affidavit or in case of an attorney 
at law by certificate) shall be filed contemporaneously 
with the request. As provided by Rule O-5 of the Rules 
and Regulations promulgated under the Act. an order 
disposing of the application will be issued as of course 
following said date unless the Commission thereafter 
orders a hearing upon request or upon the Commission's 
own motion. Persons who request a hearing, or advice 
as to whether a hearing is ordered, will receive any 
notices and orders issued in this matter, including the 
date of the hearing (if ordered) and any postponement 
thereof. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9161/February 17, 1976 


NOTICE OF EXTENSION OF TIME FOR COMMENT 
ON PROPOSAL TO ADOPT RULE 6e-2 FOR 
VARIABLE LIFE INSURANCE 


The Securities and Exchange Commission 
(“Commission”) has received a request for an 
extension of the due date for comments on its 
Proposal to Adopt Rule 6e-2 under the Investment 
Company Act of 1940 (“Act”). The proposed Rule 
would exempt separate accounts formed by life 
insurance companies to fund certain variable life 
insurance contracts from the registration requirements 
of the Act on condition that such separate accounts 
comply with all but certain designated provisions of 
the Act and meet the other requirements of the proposed 
Rule. In view of this request, the Commission has 
authorized an extension until Wednesday, March 31, 
1976, of the due date for submitting comments. The 
Commission believes that this extension is appropriate 
and will not result in undue delay. Notice of the Proposal 
to Adopt Rule 6e-2 was published on December 30, 
1975, in Investment Company Act Release No. 9104 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 9162/February 18, 1976 


In the Matter of 


INVENTURE CAPITAL CORP. 
441 Stuart Street 
Boston, Massachusetts 02116 


(811-1769) 


ORDER PURSUANT TO SECTION 8 (f) OF THE ACT 
DECLARING THAT APPLICANT HAS CEASED TO BE 
AN INVESTMENT COMPANY 


On January 19, 1976, a notice was issued (investment 
Company Act Release No. 9130) that Inventure Capital 
Corp. (‘Applicant’), a Massachusetts corporation 
registered as a closed-end, non-diversified management 
investment company under the Investment Company Act 
of 1940 (‘Act’), had filed an application for an order 
of the Commission declaring that Applicant has ceased 
to be an investment company as defined in the Act. 


The notice gave interested persons an opportunity to 
request a hearing and stated that an order disposing of 
the application might be issued upon the basis of the 
information stated therein unless a hearing should be 
ordered. No request for a hearing has been filed and the 
Commission has not ordered a hearing. 


The matter having been considered, it is found that 
Applicant has ceased to be an investment company. 
Accordingly, 


IT 1S ORDERED, pursuant to Section 8(f) of the Act, 
that the registration of Inventure Capital Corp. under 
the Act shall forthwith cease to be in effect. 


For the Commission, by the Division of Investment 
Management Regulation, pursuant to delegated 
authority 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9163/February 18, 1976 


In the Matter of 


FIDELITY DAILY INCOME TRUST 
35 Congress Street 
Boston, Massachusetts 02109 


J.P. CABOT SHORT-TERM FUND, INC. 
704 South Central Avenue ” 
Valley Stream, New York 11580 
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FLORIDA LIQUID ASSETS COMPANY 
Global Building 

741 U.S. Highway No. 1 

North Palm Beach, Florida 33408 


WHITE WELD MONEY MARKET FUND 
INCORPORATED 

100 Federal Street 

Boston, Massachusetts 02110 


LIONEL D. EDIE READY ASSETS TRUST 
530 Fifth Avenue 
New York, New York 


(812-3631) 
(812-3678) 
(812-3717) 
(812-3725) 
(812-3768) 


NOTICE OF APPLICATIONS PURSUANT TO SECTION 
6(c) FOR EXEMPTION FROM THE PROVISONS OF 
RULE 19b-1 AND FROM SECTION 2(a) (19) OF THE 
ACT. 


NOTICE IS HEREBY GIVEN that Fidelity Daily Income 
Trust, J. P. Cabot Short-Term Fund, Inc., Florida 
Liquid Assets Company, White Weld Money Market 
Fund Incorporated and Lionel D. Edie Ready Assets 
Trust (collectively, the “Applicants”), open-end manage- 
ment companies registered under the Investment Com- 
pany Act of 1940 (‘Act’’) have each filed an application 
pursuant to Section 6(c) of the Act for exemption from 
the provisions of Rule 19b-1 under the Act, and that 
White Weld Money Market Fund Incorporated has filed 
an application pursuant to Section 6(c) for an order de- 
claring that Charles M. Williams, a director of the fund, 
shall not be deemed an “interested person’, as defined 
in Section 2 (a) (19) of the Act, of either the fund, its 
investment adviser, or of its principal underwriter, solely 
by reason of his status as a director of either The Massa- 
chusetts Company, Inc. or of National Life Insurance 
Company 


Rule 19b-1 


Lionel D. Edie Ready Assets Trust and Fidelity Daily 
Income Trust are Massachusetts business trusts, while 
Florida Liquid Assets Company, J. P. Cabot Short-Term 
Fund, Inc. and White Weld Money Market Fund Incor- 
porated are Maryland Corporations. Each of the Appli- 
cants was organized to invest principally in “money 
market” securities and similar short-term debt instru- 
ments, including Treasury Bills, other obligations issued 
or guaranteed by the Federal Government, its agencies or 
instrumentalities, repurchase agreements for government 
securities, certificates of deposit, bankers’ acceptances, 
commercial paper, and variable amount demand master 
notes. Applicants’ investment objectives are to seek 
current income and stability of principal. 


Each Applicant follows the practice of declaring all net 
income as dividends on a daily basis. Net income is 

defined to consist of (1) interest earned or accrued on 
portfolio securities, (2) plus or minus realized and un- 
realized gains and losses on portfolio securities, (3) minus 
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estimated expenses relating to the dividend period. Divi- 
dends are reinvested daily and are distributed monthly 
in the form of additional, full and fractional shares of the 
Applicants at net asset value without a sales charge. or, 
at the shareholder's option, paid in cash. This practice 
of declaring and reinvesting net income in the form of 
dividends enables these funds to maintain a fixed net 
asset value per share of $1.00, with all adjustments 
being made in the shareholder's account. Each of the 
Applicants either is or proposes to qualify as a 
“regulated investment company” as defined in Sec- 
tion 851 of the Internal Revenue Code of 1954. 


Rule 19b-1, as here pertinent, prohibits distributions of 
long-term capital gains dividends more frequently than 
once a year. Applicants represent that they will generally 
not acquire portfolio securities with maturities ex- 
ceeding six months except in limited instances, but in no 
case will such instruments be acquired with a view to the 
realization of long-term capital gains. If unanticipated 
circumstances result in the accrual of such gains, how- 
ever, Applicants wish to be in a position to distribute 
them at approximately the time they accrue together 
with their other distribution of income. If such gains could 
not be distributed currently, Applicants’ net asset value 
on each daily valuation day would be increased by the 
amount of such undistributed gain with no current 
benefit accruing to shareholders unless they elected to 
redeem their shares. 


Applicants assert that the following are the principal pur- 
poses of Rule 19b-1: to prevent shareholders from con- 
fusing dividends of interest income with distribution of 
capital gains; to relieve investment company managers 
from pressure to realize such gains; to mitigate improper 
sales practices related to the distribution of such gains; 
and to eliminate the administrative expenses relating to 
quarterly or semi-annual capital gains distribution. Ap- 
plicants state that such dangers are irrelevant to its 
operation in light of: 


(a) the sophistication of their shareholders; (b) the fact 
that Applicants explicitly disclaim any intention of 
seeking such gains (or, except in limited circumstances, 
of even acquiring securities with maturies of more than 
6 months); and (c) the intention of Applicants to advise 
shareholders as to what portion of any distribution com- 
prises capital gains. 


Applicants also state that the purpose of Rule 19b-1, to 
prevent any sale of securities by a fund for the realization 
of gains when such sale is not in the interest of a fund’s 
shareholders, is not applicable to the Applicants since 
they propose to declare daily dividends of any gain, 
whether realized or unrealized, and to distribute such 
dividends monthly. Thus, there is no reason for any Ap- 
plicant to sell a security merely in order to be able 

to distribute a gain on the sale. 


Section 2(a) (19) 


White Weld Money Market Fund Incorporated (‘White 
Weld Fund”) seeks an exemptive order declaring that 
Charles M. Williams (“Williams”), a director of White 
Weld Fund shall not be deemed an “interested person” 


of either White Weld Fund, or First National City Bank 


(“Citibank”), as investment adviser, or White Weld & Co. 
Incorporated (‘White Weld”), as principal underwriter of 
the White Weld Fund’s shares, within the meaning of 
Section 2(a)*(19) of the Act by reason of his status 
as a director of either The Massachusetts Company Inc. 
(the “Massachusetts Company”) or National Life In- 
surance Company (‘National’). 


Williams, a director of White Weld Fund, is also a direc- 
tor of the Massachusetts Company. The Massachusetts 
Company is the trustee of the Massachusetts Fund and 
the Massachusetts Fund for Income, both of which are 
trusts formed under the laws of the Commonwealth of 
Massachusetts and are management investment com- 
panies registered under the Act. Affiliates of the Massa- 
chusetts Company serve as investment advisers for 
Independence Fund, Inc., Freedom Fund, Inc. and 
Travelers Equities Fund, Inc., which are management in- 
vestment companies registered under the Act. All of the 
foregoing registered investment companies are collec- 
tively herein referred to as the “MCD Funds”. The 
Massachusetts Company Distributor, Inc. (“MCD”) and 
Fiduciary Investment Company, Inc. (“Fiduciary”), are 
wholly-owned subsidiaries of the Massachusetts Com- 
pany and are registered broker-dealers under the 
Securities Exchange Act of 1934 (the “Exchange Act’). 


MCD distributes the shares of the MCD Funds and 
Fiduciary is a retail dealer of such shares. Neither MCD 
nor Fiduciary conducts a general broker-dealer business 
but each acts as a broker-dealer only for the limited 
purpose of either selling or distributing shares of the 
MCD Funds and, in the case of MCD, providing limited 
brokerage services for the MCD Funds. 


Williams is also a director of National, a mutual life 
insurance company organized under the laws of the 
State of Vermont. National Life Investment Management 
Company, Inc. (‘National Management”), a wholly- 
owned subsidiary of National, owns all of the outstanding 
capital stock of Equity Services, Inc. (“Equity”), which is 
a broker-dealer registered under the Exchange Act. 
Equity’s business consists primarily of distributing the 
shares of, and providing brokerage services for, the three 
funds for which National Management serves as invest- 
ment adviser — Sentinel Growth Fund, Inc., Sentinel 
Income Fund, Inc. and Sentinel Trustees Fund, Inc. — 
and selling variable annuity contracts written by National. 
As an incidental part of its business, Equity sells mutual 
fund shares for funds with which it has entered into 
dealer agreements. 


Section 2(a) (19) of the Act, in pertinent part, defines 
an “interested person” of an investment company or an 
investment adviser or a principal underwriter for an in- 
vestment company to include any broker or dealer regis- 
tered under the Exchange Act or any affiliated person of 
such broker or dealer. Section 2(a) (3) of the Act defines 
an “affiliated person” of another person to include a 
director of, or any person directly or indirectly con- 
trolling, controlled by or under common control with, 
such other person. 


Williams, as a member of the board of directors of the 
Massachusetts Company, may be deemed to be an 
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“affiliated person” of its wholly-owned broker-dealer 
subsidiaries and, consequently, may be deemed to be an 
“interested person”, within the meaning of Section 2(a) 
(19) of the Act, of White Weld Fund, Citibank and White 
Weld. Williams may similarly be deemed to be an 
“interested person” of White Weld Fund, Citibank and 
White Weld by reason of his being a director of National 
because National controls National Management, which 
in turn controls a broker-dealer. 


White Weld Fund represents that Williams is not an 
officer or director of any of the broker-dealers and has no 
personal interest in their operations. Williams, a professor 
at Harvard University Graduate School of Business 
Administration, receives no remuneration from the 
Massachusetts Company or National or their broker- 
dealer subsidiaries except his fees as a director of the 
Massachusetts Company and National. Moreover, White 
Weld Fund represents and warrants that so long as 
Williams remains a director of the Massachusetts Com- 
pany or National and White Weld Fund, White Weld 
Fund will not effect brokerage transactions with any of 
the broker-dealers specified herein or any other broker- 
dealer subsidiary of the Massachusetts Company or 
National that may hereafter be organized. 


Applicants submit that Williams should not be deemed 
an “interested person” of White Weld Fund, Citibank or 
White Weld because his affiliations with the Massachu- 
setts Company and National will not affect or impair 
his independence in acting on behalf of White Weld Fund 
and its shareholders, and the requested exemption is 
therefore consistent with Section 6(c) of the Act. 


Section 6(c) authorizes the Commission to exempt any 
person, security, or transaction, or any class or classes of 
persons, securities, or transactions from the provisions 
of the Act and rules promulgated thereunder if and to the 
extent that such exemption is necessary or appropriate 
in the public interest and consistent with the protection 
of investors and the purposes fairly intended by the 
policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than March 15, 1976, at 5:30 p.m., 
submit to the Commission in writing a request for a 
hearing on the application of any of the Applicants ac- 
companied by a statement as to the nature of his interest, 
the reason for such request, and the issues of fact or law 
proposed to be controverted, or he may request that he 
be notified if the Commission should order a hearing 
thereon. Any such communication should be addressed: 
Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request shall be 
served personally or by mail (air mail if the person being 
served is located more than 500 miles from the point of 
mailing) upon the Applicant with respect to whose appli- 
cation the request is being made, at the respective ad- 
dress stated above. Proof of such service (by affidavit or 
in case of an attorney-at-law, by certificate) shall be filed 
contemporaneously with the request. As provided by 
Rule O-5 of the Rules and Regulations promulgated 
under the Act, an order disposinc of the matter will be 
issued as of course following said date unless the Com- 
mission thereafter orders a hearing upon request or upon 
the Commission's own motion. Persons who request a 
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hearing, or advice as to whether a hearing is ordered, 
will receive notice of further developments in this mat. 
ter, including the date of the hearing (if ordered) and any 
postponements thereof. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9164/February 18, 1976 


In the Matter of 


FLEMING BERGER FUND, INC. 
899 Logan Street 
Denver, Colorado 80203 


(811-1763) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT DE- 
CLARING THAT COMPANY HAS CEASED TO BE AN 
INVESTMENT COMPANY 


On December 12, 1975, Fleming Berger Fund, Inc. 
(“Applicant”), a Delaware corporation, registered as an 
open-end, diversified management investment company 
under the Investment Company Act of 1940 (“Act”), 
filed an application pursuant to Section 8(f) of the Act 
for an order of the Commission declaring that Applicant 
has ceaséd to be an investment company as defined in 
the Act 


On January 16, 1976, a notice (Investment Company Act 
Release No. 9123) was issued on the filing of said appli- 
cation. The notice gave interested persons an opportunity 
to request a hearing and stated that an order disposing 
of the application would be issued as of course unless a 
hearing should be ordered. No request for a hearing has 
been filed, and the Commission has not ordered a 
hearing. 


The matter has been considered, and it is found that Ap- 
plicant has ceased to be an investment company. 
Accordingly, 


iT iS HEREBY ORDERED, pursuant to Section 8(f) of the 
Act, that the registration of Fleming Berger Fund, Inc. 
shall cease to be in effect. 


For the Commission, by the Division of Investment 
Management Regulation, pursuant to delegated auth- 
ority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 9165/February 18, 1976 


In the Matter of 


INTERNATIONAL HOLDINGS CORPORATION 
One State Street 

New York, New York 10004 

(811-798) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 8(f) OF THE ACT FOR AN ORDER DE- 
CLARING THAT COMPANY HAS CEASED TO BE AN 
INVESTMENT COMPANY 


NOTICE IS HEREBY GIVEN that International Holdings 
Corporation (“Applicant”), a closed-end diversified 
management investment company registered under the 
investment Company Act of 1940 ("Act’’), filed an appli- 
cation on January 19, 1976, and an amendment thereto 
on February 9, 1976, for an order of the Commission 
declaring that Applicant has ceased to be an investment 
company as defined in the Act. All interested persons are 
referred to the application on file with the Commission for 
a statement of the representations contained therein, 
which are summarized below. 


The application states that, pursuant to an Agreement 
and Articles of Merger (“Agreement”) dated November 
17, 1975 between Applicant and The Cheapside Dollar 
Fund Limited (“Cheapside”), Applicant was merged with 
and into Cheapside, an open-end diversified management 
investment company also registered under the Act, in 
accordance with the laws of the state of Maryland, which 
are said to govern the corporate existence of both Cheap- 
side and Applicant. Applicant asserts that upon filing of 
the Agreement with the State of Maryland on December 
22, 1975, the merger became effective; that on such 
date the former shareholders of Applicant became share- 
holders of Cheapside by operation of law, each share 
of capital stock of Applicant having been converted into 
1.331 shares of common stock of Cheapside; that all 
of the assets and liabilities of Applicant were transferred 
to Cheapside; that the corporate existence of Applicant 
has ceased; and that Applicant consequently has no 
assets and no shareholders. 


Applicant asserts further that its former shareholders 
who would otherwise be entitled to receive fractional 
shares of Cheapside will, in lieu thereof, receive cash pay- 
ment based on the net asset value of such fractional 
shares as of the close of business on the last business 
day prior to the effective date of the merger: and that 
Schroder Trust Company, One State Street, New York, 
New York, is acting as Exchange Agent in effecting de- 
livery to Applicant's former shareholders of new certifi- 
cates representing whole shares of Cheapside and of 
checks for payment in lieu of fractional shares. 


Section 8(f) of the Act provides, in part, that when the 
Commission, upon application, finds that a registered 
investment company has ceased to be an investment 
company, it shall so declare by order and, on the 
effectiveness of such order, the registration of such 
company shall cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than March 15, 1976, at 5:30 P.M., sub- 
mit to the Commission in writing a request for a hearing 
on this matter accompanied by a statement as to the 
nature of his interest, the reason for such request, and 
the issues of fact or law proposed to be controverted, or 
he may request that he be notified if the Commission 
shall order a hearing thereon. Any such communication 
should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D. C. 20549. A copy of such 
request shall be served personally or by mail (air mail 
if the person being served is located more than 500 miles 
from the point of mailing) upon Applicant at the address 
set forth above. Proof of such service (by affidavit or, in 
the case of an attorney at law. by certificate) shall be 
filed contemporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated under 
the Act, an order disposing of the matter will be issued 
as of course following said date, unless the Commission 
thereafter orders a hearing upon request or upon the 
Commission's own motion. Persons who request a hear- 
ing, or advice as to whether a hearing is ordered, will 
receive any notices and orders issued in this matter, in- 
cluding the date of the hearing (if ordered) and any post- 
ponements thereof. 


For the Commission, by the Division of Investment 
Management Regulation, pursuant to delegated 
authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9166/February 19, 1976 


In the Matter of 


THOMAS E. CONNETT 
80 Guilford Lane 
Williamsville, New York 14221 


and 


MIDLAND CAPITAL CORPORATION 
110 William Street 
New York, New York 10038 


(812-3659) 


NOTICE OF FILING OF APPLICATION FOR AN ORDER 
PURSUANT TO SECTION 17(d) OF THE ACT AND RULE 
17d-1 THEREUNDER AND FOR AN ORDER OF EX- 
EMPTION PURSUANT TO SECTION 6(c) OF THE ACT 
FROM SECTION 17(e) OF THE ACT 


NOTICE IS HEREBY GIVEN that Thomas E. Connett 

(“Connett’’), a self-employed management consultant, 
filed an application on July 2, 1974 and that Connett and 
Midland Capital Corporation (“Midland”), a New York 
corporation registered as a closed-end, non-diversified, 
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management investment company under the Investment 
Company Act of 1940 (the “Act’’) (collectively referred to 
as Applicants’) filed an amendment thereto on April 24, 
1975, for an order of the Commission, pursuant to 
Section 17(d) of the Act and Rule 17d-1 thereunder, 
permitting Connett to receive shares of Lemmon Phar- 
macal Company ("Lemmon Co.”’) in connection with Mid- 
land's acquisition of shares of that company and, 
pursuant to Section 6(c) of the Act. for an order of the 
Commission exempting the receipt of such shares by 
Connett from the provisions of Section 17(e) of the Act 
All interested persons are referred to the application on 
file with the Commission for a statement of the repre 
sentations contained therein, which are summarized 
below 


Connett and C. E. Schabacker (“Schabacker’’), President 
of Midland, became associated with each other in 1959 
when Connett was an employee and director of Sierra 
Research Corporation (‘Sierra’). In 1960, Schabacker 
then a vice-president of Marine Trust Company, became 
a director of Sierra. From October of 1969, when Connett 
resigned from Sierra to become a self-employed manage- 
ment consultant, to October of 1972, Connett and 
Schabacker maintained personal contacts with each 
other, and from time to time Schabacker recommended 
Connett as a management consultant to others 


In 1971, Connett. as a result of his association with 
Schabacker, became a director and the chief executive 
officer of Mediplex Corporation (‘‘Medipiex’) and a 
director of Stoner Communications, Inc. (‘Stoner’) 
Mediplex and Stoner had outstanding indebtedness to 
Midland under terms which provided, respectively, that in 
the event of default in payment Midland had the right to 
vote 20% of the outstanding stock of Mediplex and 100% 
of the outstanding stock of Stoner. Midiand also owned 
6% of the outstanding voting stock of Stoner. In Septem 
ber of that year, Mediplex ceased doing business as a 
going concern and remained in a caretaker status, under 
the direction of Connett. until September of 1972. At the 
time Mediplex ceased doing business, it had nominal! 
assets, but extensive tax loss carry forwards, and it was in 
default on its outstanding indebtedness to Midland 


On May 5. 1972, Connett met with Arnold Burns 
(“Burns”), who was a director of Mediplex and counsel to 
Harris Hollin (““Hoilin’’), to discuss, at Burn’s request, the 
proposed acquisition of the assets of Lemmon Co. by 
Hollin and to explore various possibilities of other 
persons forming a group with Hollin to make the pur- 
chase. Shortly thereafter, Schabacker met, at Connett’s 
request, with Burns and Connett to discuss the possibility 
of Mediplex, Midland, and Hollin forming a group to ac- 
quire Lemmon Co. Connett subsequently prepared a 
financial analysis of Lemmon Co. and determined that the 
company was worth approximately $3 million. John 
Lemmon and Max Geffin, the principal shareholders of 
Lemmon Co. were asking $4.2 million for Lemmon Co 
Connett and Hoilin thereafter met with John Lemmon at 
his offices in Pennsylvania to negotiate the purchase 
of Lemmen Co. On June 8, 1972, Hollin obtained a 45 
day option to purchase the assets of Lemmon Co. for 
$2.9 million 


During the month of June, 1972, Schabacker and 
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Connett met with Hollin to discuss various methods of 
structuring Midland’s participation in the acquisition of 
Lemmon Co. From June 16 to June 19, Connett met with 
Schabacker on several occasions to prepare a proposal 
and by letter dated June 28, 1972, a formal offer of 


participation was made to Hollin. On July 20, 1972 (the 

closing date”), Midland acquired 46% of the outstanding 
stock of Lemmon Co. The consideration paid by Midland 
for its interest in Lemmon Co. was $1 million in cash and 
the transfer to Lemmon Co. of Midland’s $690,000 debt 
interest in Mediplex 


Shortly after the closing date, a dispute arose between 
Connett and Midland regarding Connett’s compensation 
for the services he rendered in connection with the 
purchase of Lemmon Co. by Hollin and Midland. Connett 
asserts that Midiand agreed to give him 6% of Lemmon 
Co.'s stock from Midland’s interest in Lemmon Co. Mid 
land denies so agreeing. Connett retained counsel to 
pursue his claim against Midland and, in May of 1973, a4 
settlement resolving the dispute was reached. Midland 
agreed, subject to the approval of the Commission, to pay 
Connett 3% (9,000 shares) of the outstanding common 
stock of Lemmon Co. as compensation for suci services 


Under Section 17/d) of the Act and Rule 17d-1, it is un 
lawful for an affiliated person of a registered investment 
company or any affiliated person of such a person, acting 
as principal, to participate in, or effect any transaction 
in connection with, any joint enterprise or other joint 
arrangement or profit sharing plan in which any such 
registered company, or a company controlled by such 
registered company, is a participant unless an application 
regarding such arrangement has been granted by an 
order of the Commission. in passing upon such an appii- 
cation, the Commission considers whether the participa 
tion of such registered or controlled company in such 
arrangement is consistent with the provisions, policies 
and purposes of the Act and the extent to which such 
participation is on a basis different from or less ad 
vantageous than that of other participants 


Section 17(e)(1) of the Act provides that it shall be un- 
lawful for any affiliated person of a registered investment 
company, or any affiliated person of such person, acting 
as agent, to accept from any source any compensation 
for the purchase or sale of any property to or for such 
registered company 


Section 2(a)(3) of the Act defines an affiliated person of 
another person to mean any person 5% or more of whose 
outstanding voting securities are direct'y or indirectly 
owned, controlled, or held with power to vote, by such 
other person or any officer, director, partner, co-partner 
or employee of such person. Because of his association 
with Mediplex and Stoner and their relationship to Mid- 
land, Connett may be considered to have been at the time 
of the transaction an affiliated person of an affiliated 
person of Midland. Consequently, Connett, as an affiliate 
of an affiliate of Midland, is prohibited by Section 17(e) 
of the Act from accepting compensation for his services 
in connection with the acquisition of Lemmon by Hollin 
and Midland. In addition, the arrangement among Appli- 
cants may be deemed to constitute a joint enterprise or 
arrangement subject to the provisions of Section 17(d) 
and Rule 17d-1 of the Act 
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Applicants state that Connett is entitled to compensation 
for services he rendered in connection with the purchase 
of Lemmon Co. by Hollin and Midland. Applicants assert 
that Midland was benefited by the services provided by 
Connett and that it was solely through Connett’s efforts 
that Midland became part of the group that purchased 
Lemmon Co. Midland agrees with Connett that he should 
be fairly compensated for his services and that 3% of the 
outstanding common stock of Lemmon Co. is fair and 
reasonable compensation. Applicants assert that 
Connett’s affiliation with Mediplex and Stoner had no 
effect on the amount of his compensation. Applicants 
submit that the granting of the requested orders is 
appropriate in the public interest and consistent with the 
protection of investors and the provisions, policies and 
purposes of the Act. 


Section 6(c) of the Act provides that the Commission, by 
order upon application, may conditionally or uncondi- 
tionally exempt any person, security, or transaction from 
any provision of the Act, if and to the extent that such 
exemption is necessary or appropriate in the public 
interest and consistent with the protection of investors 
and the purposes fairly intended by the policy and pro- 
visions of the Act. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than March 15, 1976, at 5:30 p.m., submit 
to the Commission in writing a request for a hearing on 
the matter accompanied by a statement as to the nature 
of his interest, the reason for such request, and the 
issues, if any, of fact or law proposed to be controverted, 
or he may request that he be notified if the Commission 
should order a hearing thereon. Any such communica- 
tion should be addressed: Secretary, Securities and Ex- 
change Commission, Washington, D. C. 20549. A copy 
of such request shall be served personally or by mail 
(air mail if the person being served is located more than 
500 miles from the point of mailing) upon Applicants at 
their respective addresses stated above. Proof of such 
service (by affidavit, or in case of an attorney-at-law, by 
certificate) shall be filed contemporaneously with the re- 
quest. As provided by Rule 0-5 of the Rules and Regula- 
tions promulgated under the Act, an order disposing of 


the matter will be issued as of course following March 15, 


1976, unless the Commission thereafter orders a hearing 
upon request or upon the Commission's own motion. 
Persons who request a hearing or advice as to whether 
a hearing is ordered will receive any notices and orders 
issued in this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9167/February 19, 1976 


In the Matter of 


THE ONE WILLIAM STREET FUND, INC. 
One William Street 
New York, New York 10004 


THE LEHMAN CORPORATION 
One South William Street 
New York, New York 10004 


(812-3745) 


ORDER PURSUANT TO SECTION 17(d) OF THE ACT 
AND RULE 17d-1 THEREUNDER. 


On January 16, 1976, a notice was issued (investment 
Company Act Release No. 9125) of an application filed 
on January 6, 1975 and amended on March 12, 1975 
and September 2, 1975 by The One William Street 
Fund, Inc., an open-end, diversified management 
company and The Lehman Corporation, a closed-end, 
diversified management company (collectively, “Appli- 
cants’’) for an order of the Commission pursuant to Rule 
17d-1 under the Act permitting Applicants to continue as 
joint insureds under a fidelity bond which also names as 
insureds Lehman Management Co.., Inc., investment 
adviser to Applicants, Lehman Brothers, Inc. (“LBI"), 
and certain affiliated corporations of LBI, none of which 
are persons of the types permitted by Rule 17g(1)(b)(3) 
under the Act to be joint insureds with a registered 
management investment company. 


The notice gave interested persons an opportunity to re- 
quest a hearing and stated that an order disposing of the 
application might be issued upon the basis of the in- 
formation stated therein unless a hearing should be 
ordered. No request for a hearing has been filed and the 
Commission has not ordered a hearing 


The matter having been considered, it is found on the 
basis of the information stated in the application that 
the participation of Applicants as insureds under the 
fidelity bond as set forth in the application on the basis 
proposed is consistent with the provisions, policies and 
purposes of the Act, and is not on a basis less advan- 
tageous than that of other participants. 


IT 1S ORDERED, pursuant to Rule 17d-1 under the Act. 
- that the participation by Applicants as insureds under the 
fidelity bond be, and hereby is, permitted, effective 
forthwith. 


For the Commission, by the Division of Investment 
Management Regulation, pursuant to delegated 
authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9168/February 19, 1976 
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INVESTMENT ADVISERS ACT OF 1940 
Release No. 497/February 19, 1976 


NOTICE OF WITHDRAWAL OF PROPOSED RULE 202-2 
UNDER THE INVESTMENT ADVISERS ACT OF 1940 


NOTICE IS HEREBY GIVEN that the Securities and Ex- 
change Commission hereby withdraws its proposal to 

adopt Rule 202-2' under the Investment Advisers Act 
of 1940 (“Act”). The proposed rule was intended to pro- 
vide guidelines with respect to the applicability of the 

Act's definition of “investment adviser’ to persons con- 
trolling registered investment advisers and affiliates of 
such controlling persons 


By the Commission 


George A. Fitzsimmons 
Secretary 





' Proposed as Rule 202-1 in Investment Company Act 
Release No. 7565, Investment Advisers Act Release No. 
353, December 18, 1972, but redesignated as proposed 
Rule 202-2 in Investment Company Act Release No. 
7682. Investment Advisers Act Release No. 363, 
February 21, 1973 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9169/February 19, 1976 


NOTICE OF WITHDRAWAL OF PROPOSED RULE 17}-1 
UNDER THE INVESTMENT COMPANY ACT OF 1940 


NOTICE IS HEREBY GIVEN that the Securities and Ex- 
change Commission hereby withdraws its proposal to 

adopt Rule 17j-1' under the Investment Company Act of 
1940 (“Act”). Rule 17j-1 was proposed for the purpose 
of defining fraudulent, deceptive, or manipulative acts, 
practices or courses of business within the meaning of 
Section 17(j) of the Act, requiring certain persons to re- 
port their personal securities transactions, and requiring 
investment companies and their investment advisers and 
principal underwriters to adopt Codes of Ethics 


By the Commission 


George A. Fitzsimmons 
Secretary 


NOTICE OF WITHDRAWAL OF PROPOSED RULE 
17d-1(d)(4) UNDER THE INVESTMENT COMPANY ACT 
of 1940 


NOTICE IS HEREBY GIVEN that the Securities and Ex- 
change Commission hereby withdraws its proposal to 

adopt Rule 17d-1(d)(4) under the Investment Company 
Act of 1940 (‘Act’) which would have permitted affili- 
ated persons of an investment company, and affiliated 
persons of affiliated persons of an investment company, 
and the investment company to confine their orders for 
the purchase and sale of securities, for the purposes of 
execution, so as to lower commission costs 


Ten letters of comment were received on the proposed 
rule. Although nine of the letters indicated support of the 
purposes of the rule, they criticized the form of the rule 
and indicated that in connection with certain circum- 
stances the rule was not clear 


The rule was proposed when commissions were negoti- 
ated only on that portion of an order exceeding 

$300,000. Since then, the elimination of fixed commis- 
sions may have reduced the benefits of bunching and, 
thus, removed or decreased the economic considerations 
that gave rise to the rule. Furthermore, certain questions 
are presented when it is proposed that the orders of an 


affiliated person of that person, be combined with the 
orders of the investment company. Among these ques- 
tions are the following: (1) would the combination be 
consistent with the duties, if any, of the affiliated person, 
or of the affiliated person of that person, to the invest- 
ment company; (2) would the affiliated person, or 
affiliated persons of that person, reap a benefit from the 
combination disproportionate to its contribution towards 
the realization of the benefit; and (3) would non- 
concurrent orders such as limit orders or partially 
executed orders be combined with other orders. These 
questions would best be resolved, through the application 
process, on a case-by-case basis 


By the Commission 


George A. Fitzsimmons 
Secretary 
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' Investment Company Act Release No. 7581, December 
26, 1972 
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Litigation Release No. 7280/February 17, 1976 


S.E.C. v. GOLDFIELD DEEP MINES COMPANY OF 
NEVADA, INC., et al 
C.D. CA. No. CV-75-3422-WPG) 


Gerald E. Boltz, Administrator of the Los Angeles 
Regional Office, and Leonard H. Rossen, Associate 
Regional Administrator, San Francisco Branch Office. 
announced that on February 2, 1976, the Honorable 
William P. Gray, United States District Court Judge for 
the Central District of California, entered a Final Judg- 
ment of Permanent Injunction against Goldfield Deep 
Mines Company of Nevada, Inc. (“Goldfield’’), a Nevada 
corporation; C. Orin Swain (“Swain”), its president: 
John C. Rebenstorf (“Rebenstorf’’), its executive vice- 
president; and Charles R. DeGroff (“DeGroff’), its 
auditor. The defendants consented to the entry of the 
Judgment without admitting or denying the allegations 
of the Commission's complaint which was filed on 
October 10, 1975 


Goldfield, Swain, and Rebenstorf were enjoined from 
further violations of Section 17(a) of the Securities Act 
of 1933 (“Securities Act’) and Section 10(b) of the 
Securities Exchange Act of 1934 (“Exchange Act’) and 
Rule 10b-5 thereunder (antifraud provisions) and were 
also enjoined from further violations of Sections 5(a) and 
5(c) of the Securities Act (registration provisions). 
DeGroff was enjoined from further violations of Sec- 
tion 17(a) of the Securities Act and Section 10(b) of the 
Exchange Act and Rule 10b-5 thereunder 


The complaint alleged that Goldfield, Swain and 
Rebenstorf offered and sold warrants, notes, and com- 
mon stock to Goldfield shareholders while no registra- 
tion statement under the Securities Act was in effect or 
on file with the Commission. The complaint also alleged 
that Goldfield, Swain, Rebenstorf and DeGroff made 
untrue statements of material facts and omitted to state 
material facts necessary to make the statements not mis- 
leading with respect to Goldfield’s financial condition 


For further information see Litigation Release No. 7140, 
October 29, 1975. 





Litigation Release No. 7281/February 17, 1976 


SEC v. DONALD L. WOLFSTONE, et al 
(U.S.D.C. Western District Wash C76-90) 


Jack H. Bookey, Administrator of the Seattle Regional 
Office of the Securities and Exchange Commission, an- 
nounced today that a complaint was filed in the United 
States District Court for the Western District of Wash- 
ington at Seattle, Washington on Feb. 5, 1976 seeking 


| 


an injunction against Donald L. Wolfstone (Wolfstone) of 
Las Vegas, Nevada, Blaine D. Sampson (Sampson), 
Dennis A. Heller (Heller), Leslie M. Bolton (Bolton), all 
of Seattle, Washington, Michael J. Showers (Showers) of 
Carnation, Washington, Warren B. Taber (Taber) of 
Cashmere, Washington and Kenneth L. Faulkner 
(Faulkner) of Monroe, Washington to enjoin them from 
further violations of the registration and anti-fraud 
provisions of the federal securities laws. As to defen- 
dants Wolfstone, Sampson, Heller. Bolton and Showers, 
the complaint also seeks to enjoin them from causing 
Blaidon Mutual Investors Corporation (BMIC), Blaidon 
Shareholders Association (BSA), or any other issuer of 
securities to fail to register any of its securities with the 
Commission in accordance with Sec. 12(g) of the 
Securities Exchange Act of 1934 


The complaint alleges that the defendants sold approxi- 
mately 2 million dollars worth of unregistered shares of 
common stock of BMIC, approximately 2 million dollars 
worth of limited partnership interests in 27 limited 
partnerships and over $350,000 worth of promissory 
notes and evidences of indebtedness to over 1,000 inves- 
tors in several states. It also alleged that the sales were 
made through the use of false statements of material 
fact and omissions to state material facts concerning the 
value of marketability of the issuer's securities, the 
profitability or risk of loss in the investments, the use of 
proceeds, the financial condition of the issuer, the quaiiiy 
or quantity of the issuer's assets, the financial benefits 
received by the defendants, the accuracy or adequacy of 
financial records and statements, to name a few. all in 
violation of the anti-fraud provisions of the federal 
securities laws 





Litigation Release No. 7282/February 19, 1976 


U.S. v. WREN, et al., 
(U.S.D.C. WYOMING, Criminal Action No. 75-71) 


James Castberg, U.S. Attorney for the District of 
Wyoming, and Robert H. Davenport, Administrator of 
the Denver Regional Office of the Securities and Ex- 
change Commission, jointly announced that on January 
20, 1976, before the Honorable Ewing T. Kerr, District 
Court Judge for the District of Wyoming. after one day 
of trial, James Eldon Wren pied guilty to one count of 
securities fraud and one count of mail fraud, Edward 
Brooks Pollock pled guilty to one count of securities fraud 
and one count of the sale of unregistered securities, 
Garvin Taylor pled guilty to one count of the sale of un- 
registered securities, and Chester Roy Evans pled guilty 
to one count of the sale of securities in violation of Rule 
10b-5 promulgated under Section 10(b) of the Securities 
Exchange Act of 1934, as amended. All of the above 
counts charged violations in connection with the offer 
and sale of the securities of Oil Additives, Inc. (OAI). 


An eleven count information previously returned against 
the defendants alleged violations of securities fraud, 
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mail fraud, and offer and sale of unregistered securities, 
as well as a conspiracy to violate the applicable statutes. 
The information alleged that the defendants, among other 
things, made material misstatements concerning: 


(1) the use to which the proceeds from the offer and 
sale of OAI securities would be applied: 


(2) the amount of the money personally invested by 
the defendants; 


(3) OAI's plein to go public within a short time: 


(4) the annuai dividend that would be paid on pre- 
ferred stock of OAI; and 


(5) the success OAI and its subsidiaries experience 
in marketing their products and services. 


The Court is awaiting a probation report prior to en- 
tering sentences. 


For further information, see Litigation Release No. 7029. 





Litigation Release No. 7283/February 19, 1976 


SEC v. HARRY J. BINDER and ARTHUR H. PIPER 
(E.D. Pa., Civil Action No. 76-127) 


Paul F. Leonard, Administrator of the Washington 
Regional Office of the Securities and Exchange Com- 
mission, announced that on February 9, 1976, the 
Honorable Raymond J. Broderick, U.S. District Court 
Judge for the Eastern District of Pennsylvania, entered 
orders of permanent injunction enjoining Harry J. 
Binder (Binder) of Jenkintown, Pennsylvania and Arthur 
H. Piper (Piper) of Glenside, Pennsylvania from further 
violations of the antifraud provisions of the Securities 
Exchange Act of 1934. Binder, formerly a member of 
the Philadelphia-Baltimore-Washington Stock Exchange, 
and Piper consented to the order without admitting or 
denying the allegations in the Commission's complaint. 


The Commission's complaint alleges that during the 


period from November 1, 1974, through December 1974, 


Binder and Piper engaged in a securities trading and 
check manipulation scheme whereby securities worth 
more than $4,000,000 were purchased and sold through 
Philadelphia area branch offices of Hugh Johnson & Co., 
Inc. and E. F. Hutton & Co., Inc. The complaint further 
alleges that Binder and Piper made payment for the 
purchases with checks drawn on a Florida bank account 
when the account had insufficient funds to cover the 
checks. In addition, the complaint alleges the defendants 
utilized a system of wire transfers to facilitate the 
check float scheme. The losses incurred as a result 

of the sales of securities and from the returned checks 
given in payment for the securities were more than 
$300,000. 
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In connection with the securities purchases, the com- 
plaint charges that Binder and Piper made misrepresen- 
tations of and omitted to state material facts con- 
cerning Binder’s true financial condition and the sources 
and availability of funds used to purchase securities 


For further information see Litigation Release No. 7245. 
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STAFF ACCOUNTING BULLETIN 
Release No. 5/February 13, 1976 


Notice of Publication of Staff Accounting Bulletin No. 5 


The Division of Corporation Finance and the Office of 
Chief Accountant today announced the publication of 
Staff Accounting Bulletin No. 5. The statements in the 
Bulletin are not rules or interpretations of the Com- 
mission nor are they published as bearing the Com- 
mission's official approval; they represent interpretations 
and practices followed by the Division and the Chief 
Accountant in administering the disclosure requirements 
of the federal securities laws: 


Staff Accounting Bulletin No. 5 furnishes a statement of 
the staff's opinion as to the appropriate accounting to be 
followed for exchanges of assets between debtors and 
creditors 





TOPIC 5: MISCELLANEOUS ACCOUNTING 


F. Exchanges of Assets Between Debtors and Creditors 
Facts: 


The staff has noted that many registrants, faced with 
cash flow and other financial difficulties, are attempting 
to resolve these difficulties in part by transferring cer- 
tain assets to their creditors in exchange for reductions 
of outstanding debt (sometimes referred to as asset or 
loan swaps) or for cash or cash equivalents. These trans- 
actions differ from normal independent business trans- 
actions in that the creditor has a substantial interest in 
protecting its remaining outstanding receivable from that 
debtor or in otherwise minimizing its losses. Such 
transactions have a dimension beyond the specific assets 
and liabilities being exchanged and therefore raise 
problems as to appropriate accounting from the point of 
view of both debtor and creditor. 





ay 


Question 


Do such exchanges constitute a transaction for ac 
counting purposes, and, if so, what should be the basis 
of accounting for the transaction? 


Response 


A basic principle underlying all accounting is that trans- 
actions must be accounted for in accordance with their 
substance rather than their form. Where assets belonging 
to a debtor are transferred to a creditor, it is the view 
of the staff that under existing generally accepted 
accounting principles an accountable transaction has 
taken place which must be recorded on the books of 
both parties in accordance with its economic substance 


ina normal independent transaction, the noncash assets 
nvolved would be valued by the amount of cash ex- 
changed or the cash value of the reduction of debt. In 
transactions that are the subject of this bulletin, how- 
ever, there may be considerations other than the values 
of the specific assets and liabilities directly involved 

in the transactions and, if this is the case, alternative 
measurement approaches are required. In these circum- 
stances, the staff believes that the amount of money ex- 
changed or the face amount of debt reduction cannot 
ly | ved as indicative of the vaiue of 


recessarily DE viev 
assets exchanged 


Accordingly, in transactions where such circumstances 
exist, it is necessary to determine the current fair market 
value of any assets exchanged. Such a determination 
must be made on the basis of the facts existing at the 
time of the exchange. Where there is an active market 
n assets of the sort exchanged, a price derived from 
such a market should be used. Alternatively, if there 
$ no active market in assets of the sort exchanged, 
when the entity exchanging or acquiring the assets regu- 
iariy engages in transactions involving comparable 
assets, the prices used in such transactions would 
measure current fair market value 


In some circumstances, however, neither of these con 
ditions may exist, and in such circumstances fair market 
values must be estimated by other means. One procedure 
is to estimate future cash flows from assets based upon 
appraisals and forecasts of future cash flows from the 
operation or sale of the asset. Using this procedure, the 
calculation must reflect an appropriate rate of return to 
the holder of the asset during any period the assets are 
expected to be heid, taking into consideration the risk 
elements involved. Such a rate should reflect the rate 
of return a purchaser would expect if an asset having 
equivalent risk elements were acquired in a normal trans- 
action. Other procedures may also be appropriate 


The difference between the fair market value of the 
assets received and the carrying amount of any 
receivable given up (or any cash paid) should be ac- 
counted for as a loan loss by the creditor. 


The debtor should first adjust its records to reflect the 
assets involved in the exchange at the lower of cost or 
fair market value, recognizing any resultant loss. Then 
any difference between the adjusted carrying amount of 
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the assets and the book value of debt reduction (cr cash 
received) should be reported by the debtor pursuant to 
the provisions of Financial Accounting Standards Board 
Statement No. 4 


The staff recognizes that the Financial Accounting 
Standards Board is currently considering the broader 
issue Of accounting for restructured debt and that their 
conclusions may have a direct bearing on this problem 
The staff's view of the appropriate accounting for these 
transactions would, of course, be influenced by any 
statement on restructured debt which is issued by the 
Financial Accounting Standards Board 
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